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MATURITY SCHEDULE
$20,320,000 Serial Bonds

Maturity
(October 1)

2006
2007
2008
2009
2010
2011
2012
2013

Principal
Amount

$1,185,000
1,285,000
1,325,000
1,350,000
1,405,000
1,445,000
1,490,000
1,545,000

Interest
Rate
2.600%
2.750
2.800
3.000
3.200
3.300
3.400
3.500

Yield
2.70%
2.85
2.90
3.10
3.30
3.40
3.50
3.60

Maturity
(October 1)
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2015
2016
2017
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2026
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Amount
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680,000

Interest
Rate
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3.850
3.900
4.000
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Yield
3.75%
3.85
4.00
4.05
4.10

4.48

$7,500,000 5.000% Term Bonds due October 1, 2025 Yield 4.20%*
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San Francisco, California, Bond Counsel, and certain other conditions. Hawkins Delafield & Wood LLP has also served as Disclosure Counsel. Certain legal
matters will be passed upon for each of the Program Participants by its respective counsel. Public Financial Management has acted as financial advisor to the City

~ureka in connection with the issuance of the Bonds. Certain matters will be passed on for the Authority by Orrick, Herrington & Sutcliffe LLP. It is anticipated
'. Bonds will be available for delivery to The Depository Trust Company in New York, New York on or about September 7, 2005.

HENDERSON CAPITAL PARTNERS, LLC
Dated: August 22,2005

* Priced to call on October 1,2015 @ 100%



IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

No dealer, broker, salesperson or other person has been authorized to give any information or to
make any representations other than those contained in this Official Statement in connection with the
offering made hereby and, if given or made, such other information or representations must not be relied
upon as having been authorized by the Authority or the Underwriter. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Bonds by
a person in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or
sale.

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as a
representation of facts.

The information set forth herein has been obtained from official sources other than the Authority
(except for the section "THE AUTHORITY" and the first paragraph of the section "LITIGATION")
which are believed to be reliable. The Underwriter has provided the following sentence for inclusion in
this Official Statement. The Underwriter has reviewed the information in this Official Statement in
accordance with, and as part of, their responsibility to investors under the federal securities law as
applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such information. The information and expression of opinions herein are
subject to change without notice and neither delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in the
information provided herein since the date hereof.

Other than with respect to information concerning Financial Security Assurance Inc. (the "Bond
Insurer") contained under the caption "Bond Insurance" and Appendix E, none of the information in this
Official Statement has been supplied or verified by the Bond Insurer and the Bond Insurer makes no
representation or warranty, express or implied, as to (i) the accuracy or completeness of such
information; (ii) the validity of the Bonds; or (iii) the tax exempt status of the interest on the Bonds.
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$27,820,000
CALIFORNIA STATEWIDE COMMUNITIES DEVELOPMENT AUTHORITY

WATER AND WASTEWATER REVENUE BONDS
(POOLED FINANCING PROGRAM)

SERIES 2005C

INTRODUCTION

General. This Official Statement, including the cover page and all appendices hereto, provides
certain information concerning the sale and delivery of the California Statewide Communities
Development Authority Water and Wastewater Revenue Bonds (Pooled Financing Program),
Series 2005C (the "Bonds"). Descriptions and summaries of various documents hereinafter set forth do
not purport to be comprehensive or definitive, and reference is made to each document for complete
details of all terms and conditions. All statements herein are qualified in their entirety by reference to each
document. Capitalized terms used and not otherwise defined herein shall have the meanings ascribed to
them in Appendix C hereto entitled "DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS."
This Introduction is subject in all respects to the more complete information contained in this Official
Statement, and the offering of the Bonds to potential investors is made only by means of the entire Official
Statement.

The Bonds are being issued pursuant to an Indenture, dated as of September 1, 2005 (the
"Indenture"), by and between the California Statewide Communities Development Authority (the
"Authority") and Union Bank of California, N.A., as trustee (the "Trustee"). The Bonds are authorized
pursuant to the terms of Chapter 5 of Division 7 of Title 1 of the California Government Code (the "Law").

The Program. The Authority's Water and Wastewater Pooled Financing Program (the "Program")
is available to California water and wastewater agencies to facilitate the financing or refinancing of capital
improvements. The Program is available to California cities and special districts that operate water or
wastewater enterprises. The Program team has assisted over 35 local agencies borrow over $305 million
(these borrowings are all independently secured). The Authority is authorized pursuant to Chapter 5 of
Division 7 of Title 1 of the California Government Code to issue Bonds to finance and refinance water and
wastewater public capital improvements of local agencies located throughout California.

The Authority. The Authority is a joint exercise of powers agency created pursuant to the
California Government Code on June 1, 1988. For more information regarding the Authority, see "THE
AUTHORITY" herein.

Purpose. The Bonds are being sold to refinance certain public capital improvements of the
Program Participants (defined below) and to pay the costs incurred in issuing the Bonds. For more
information regarding the financing plan, see "PROGRAM PARTICIPANTS AND FINANCING PLAN"
herein.



Security for the Bonds. The Bonds will be issued and secured pursuant to the terms of the
Indenture. The Bonds are special obligations of the Authority payable solely from Revenues consisting
generally of the Installment Payments to be made by certain local public agencies (the "Program
Participants") and from amounts on deposit in certain funds and accounts held under the Indenture.
Financial and other information concerning the Program Participants is in Appendix B attached hereto.
No funds of the Authority other than the Revenues are pledged to or available for payment of the principal
of or interest on the Bonds.

The Installment Payments securing the Bonds are special obligations of the Program Participants
under the respective Installment Purchase Agreements entered into by each of the Program Participants
with the Authority and dated as of September 1, 2005 (the "Installment Purchase Agreements"). The
Installment Payments under each Installment Purchase Agreement are separately secured by a pledge of
the System Net Revenues of the Enterprise System of the respective Program Participant under such
Installment Purchase Agreement. The pledge of System Net Revenues (as defined herein) under each
Installment Purchase Agreement secures only the obligation to pay Installment Payments and other
obligations under that particular Installment Purchase Agreement. Individual Program Participants are not
obligated to make up for any deficiency in the Installment Payments of other Program Participants under
their Installment Purchase Agreement.

Neither the faith and credit nor the taxing power of the State of California or any public agency
thereof or the Authority or any Program Participant or any member of the Authority is pledged to the
payment of the Bonds. The Bonds do not constitute a debt, liability or obligation of the State of California
or any public agency thereof (other than the Authority payable solely from the Revenues) or any Program
Participant or any member of the Authority, and neither the directors of the Authority nor any persons
executing the Bonds are liable personally on the Bonds by reason of their issuance. The Authority has no
taxing power.

For more information regarding the security for the Bonds, see "SECURITY FOR THE BONDS"
herein.

Additional Debt Test under Installment Purchase Agreements. Each Installment Purchase
Agreement permits the Program Participant to enter into additional obligations secured by System Net
Revenues on a parity with the related Installment Payments provided that certain conditions are satisfied as
described herein. For more information concerning the additional debt tests under the Installment
Purchase Agreements, see "SECURITY FOR THE BONDS-Additional Debt Tests under the Installment
Purchase Agreements" herein.

Rate Covenant under Installment Purchase Agreements. Each Installment Purchase Agreement
will require the Program Participant, to the fullest extent permitted by law, to fix, prescribe and collect
rates and charges and maintain its operations such that System Net Revenues will be equal to 120% of the
Installment Payments and other Parity Debt of such Program Participant during each Fiscal Year, provided
that for the Sonoma Valley County Sanitation District such System Net Revenues will be equal to 110% of
the Installment Payments and other Parity Debt of the Sonoma Valley County Sanitation District during
each Fiscal Year, all as more particularly described herein. For more information concerning the rate
covenants see "SECURITY FOR THE BONDS-Rate Covenant under the Installment Purchase
Agreements" herein.



The Reserve Fund. Concurrently with the issuance of the Bonds, the Trustee is to establish,
maintain and hold in trust a separate fund designated as the Reserve Fund. Separate Reserve Accounts for
each Participant are created within the Reserve Fund. The Reserve Account Requirements (defined
herein) will be satisfied with Bond proceeds or an insurance policy (the "Reserve Policy") to be issued by
Financial Security Assurance Inc. Moneys available to the Reserve Fund will be used and withdrawn
solely for the purpose of paying principal of and interest on the Bonds in the event Installment Payments
deposited with the Trustee are insufficient therefor. Within the Reserve Fund there will be established
separate Reserve Accounts relating to each Program Participant. Amounts in each Reserve Account will
only be available for delinquencies in Installment Payments by the related Program Participant for which
such Account is established. For more information concerning the Reserve Fund and the Reserve
Accounts, see "SECURITY FOR THE BONDS-Reserve Fund" herein.

Bond Insurance. Concurrently with the issuance of the Bonds, Financial Security Assurance Inc.
will issue a municipal bond insurance policy (the "Municipal Bond Insurance Policy") with respect to the
Bonds. The Municipal Bond Insurance Policy will unconditionally guarantee the payment of the principal
of and interest on the Bonds which has become due for payment, but is unpaid by reason of nonpayment
by the Authority. See "BOND INSURANCE" herein.

Redemption. The Bonds are subject to optional and mandatory sinking fund redemption as
described herein. See "THE BONDS" herein.

Continuing Disclosure and Additional Information. Each Program Participant, subject to certain
exceptions, will covenant in a Continuing Disclosure Certificate to provide certain financial information
and operating data relating to such Program Participant and notices of certain events, if material. The
Authority will covenant in a Continuing Disclosure Certificate to provide notices of certain events, if
material. Such information and notices will be filed by the Trustee as Dissemination Agent with certain
Nationally Recognized Municipal Securities Repositories. For more information concerning continuing
disclosure, see "CONTINUING DISCLOSURE" and Appendix G attached hereto.

Each Program Participant regularly prepares a variety of reports, including audits, budgets and
related documents. Any interested person may obtain a copy of certain reports, as available, from such
Program Participant. Additional information regarding the Official Statement may be obtained by
contacting the Trustee or the Program Participants.

PROGRAM PARTICIPANTS AND FINANCING PLAN

Program Participants.The Program Participants are described in the chart below. See
Appendices A and B for information concerning the operations and finances of the Program Participants.
See "THE BONDS - Debt Service Schedule" for a schedule of the Installment Payments due from each
Program Participant under the Installment Purchase Agreements.



Schedule of Program Participants

Final
Installment

Type of Principal Payment Date
Participant System Type of Project Amount (October 1)

City of Eureka Water Refunding $ 8,110,000 2025

Sonoma Valley County Wastewater Partial Refunding 10,240,000 2018
Sanitation District

Sonoma Valley County Water Wastewater Refunding 6,220,000 2026
Agency (Airport-Larkfield-
Wikiup Sanitation Zone)

South Park County Sanitation Wastewater Refunding 3,250,000 2026
District

Financing of New Improvements. As a result of the defeasance of the South Park County
Sanitation District Refunded Obligations (described under "Refunding Plan" below), certain funds will be
deposited into the Project Fund established under the Indenture and used to acquire and construct certain
public capital improvements of such Program Participant. Within the Project Fund there shall be
established a separate, segregated Project Account with respect to such Program Participant. The chart
below summarizes the financing of new improvements by such Program Participant.

Schedule of New Improvements

Project
Participant Project Account Amount

South Park County Sanitation District Capital Improvements $749,328.18

Refunding Plan. A portion of the proceeds of the Bonds will be used to redeem portions of three
outstanding issues of bonds that are obligations of one or more of the Program Participants. The issues of
bonds to be partially redeemed are: $9,825,000 outstanding principal amount of California Statewide
Communities Development Authority Water and Wastewater Revenue Bonds (Pooled Financing
Program), Series 2000A (the "CSCDA 2000A Bonds"); $17,555,000 outstanding principal amount of
Sonoma County Water and Wastewater Financing Authority 1998 Special Revenue Bonds (the "1998
Special Revenue Bonds") and $14,610,000 total outstanding principal amount of California Statewide
Communities Development Authority Water and Wastewater Revenue Bonds (Pooled Financing
Program), Series 2000B (the "CSCDA 2000B Bonds").

A portion of the proceeds from the sale of the Bonds will be used to defease and prepay the City of
Eureka's portion of the CSCDA 2000A Bonds, currently outstanding in the amount of $7,605,000 (the
"Eureka Refunded Obligations"). The Eureka Refunded Obligations were issued to provide funds for
certain improvements to the City of Eureka's water system. The chart below summarizes the terms of the
refunding and payment of the Eureka Refunded Obligations.

A portion of the proceeds from the sale of the Bonds will be used to defease and prepay a
$11,095,000 portion of the 1998 Special Revenue Bonds, currently outstanding in the amount of



$17,555,000 (the "Sonoma Valley County Sanitation District Refunded Obligations"). The Sonoma
Valley County Sanitation District Refunded Obligations were issued to provide funds for certain
improvements to the Sonoma Valley County Sanitation District's wastewater system and prepayment of
certain Sonoma Valley County Sanitation District's obligations related to the wastewater system. The
chart below summarizes the terms of the refunding and payment of the Sonoma Valley County Sanitation
District Refunded Obligations.

A portion of the proceeds from the sale of the Bonds will be used to defease and prepay the
Sonoma County Water Agency's portion of the CSCDA 2000B Bonds, currently outstanding in the
amount of $6,000,000 (the "Sonoma County Water Agency Refunded Obligations"). The Sonoma County
Water Agency Refunded Obligations were issued to provide funds for certain improvements to the
Sonoma County Water Agency's Airport-Larkfield-Wikiup Sanitation Zone's wastewater system. The
chart below summarizes the terms of the refunding and payment of the Sonoma County Water Agency
Refunded Obligations.

A portion of the proceeds from the sale of the Bonds will be used to defease and prepay the South
Park County Sanitation District's portion of the CSCDA 2000B Bonds, currently outstanding in the
amount of $3,255,000 (the "South Park County Sanitation District Refunded Obligations"). The South
Park County Sanitation District Refunded Obligations were issued to provide funds for certain
improvements to the South Park County Sanitation District's wastewater system. The chart below
summarizes the terms of the refunding and payment of the South Park County Sanitation District
Refunded Obligations.

Under the financing plan, there shall be deposited in the respective escrow fund (each, the "Escrow
Fund") to be held by the respective trustee bank acting as escrow agent (each, the "Escrow Agent") under
the respective escrow agreement (each, the "Escrow Agreement"), by and between each applicable
Program Participant and the Escrow Agent, funds from a portion of the net proceeds of the sale of the
Bonds. The Escrow Agent will hold moneys which will be sufficient to pay the regularly scheduled
payments with respect to the respective Refunded Obligations until the redemption date and to pay the
redemption price with respect to the respective Refunded Obligations on such date. Upon the deposit of
such proceeds and said moneys into the respective Escrow Fund, the respective Refunded Obligations will
no longer be deemed outstanding.



Schedule of Refunding

Amount to be
Redeemed

Prepayment
Date

Sonoma Valley
County Sanitation

District

Sonoma County
Water Agency

(Airport-Larkfield-
Wikiup Sanitation

Zone)

South Park County
Sanitation District

$7,605,000 10/1/2009

$11,095,000 8/1/2008

$6,000,000 10/1/2009

Prepayment
Price

102%

$3,255,000 10/1/2009

101%

102%

Participant Obligation

City of Eureka California Statewide Communities
Development Authority Water and

Wastewater Revenue Bonds (Pooled
Financing Program), Series 2000A

Sonoma County Water and
Wastewater Financing Authority

1998 Special Revenue Bonds

California Statewide Communities
Development Authority Water and

Wastewater Revenue Bonds (Pooled
Financing Program), Series 2000B

California Statewide Communities
Development Authority Water and

Wastewater Revenue Bonds (Pooled
Financing Program), Series 2000B

ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth the estimated sources and uses of funds relating to the Bonds.

102%

Final Maturity
to be

Redeemed

10/1/2025

8/1/2018

10/1/2026

10/1/2026

Sources:
Principal Amount of Bonds
Original Issue Premium
Amounts related to Refunding Obligations

Total Sources

$27,820,000.00
338,199.50

3.020.003.20
$31.178.202.70

Uses:
Escrow Fund(1)

Project Fund(1)

Costs of Issuance(2)

Total Uses

$29,808,537.00
749,328.18
620337.52

$31.178.202.70

(1) See "PROGRAM PARTICIPANTS AND FINANCING PLAN" for a breakdown of the allocation of these amounts
among the Program Participants.

(2) Includes the premium for the Municipal Bond Insurance Policy and Reserve Policy and underwriter's discount, as well as
certain legal, financing and printing costs.



THE BONDS

The Bonds will be dated their date of delivery and will be payable in the years and amounts and
bear interest at the respective rates set forth on the cover page hereof, which interest shall be payable on
April 1 and October 1 of each year, commencing April 1, 2006 (each, an "Interest Payment Date"). The
Bonds will be delivered only in fully registered form and, when issued, will be registered in the name of
Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). DTC will
act as securities depository for the Bonds. Ownership interests in the Bonds may be purchased in
book-entry form only in denominations of $5,000 or any integral multiple thereof. See "Book-Entry Only
System" below and Appendix F attached hereto.

In the event the book-entry only system described below is discontinued, each Bond will bear
interest from the Interest Payment Date next preceding the date of registration thereof, unless such date of
registration is during the period from and including the Record Date next preceding an Interest Payment
Date to and including such Interest Payment Date, in which event it will bear interest from such Interest
Payment Date, or unless such date of registration is on or before the Record Date next preceding the first
Interest Payment Date, in which event it shall bear interest from the delivery date of the Bonds; provided,
that if at the time of registration of any Bond interest is then in default on the Outstanding Bonds, such
Bond will bear interest from the Interest Payment Date to which interest previously has been paid or made
available for payment on the Outstanding Bonds. Payment of interest on the Bonds due on or before the
maturity or prior redemption of the Bonds will be made to the person whose name appears in the
registration books maintained under the Indenture as the Owner thereof as of the close of business on the
Record Date next preceding each Interest Payment Date, such interest to be paid by check mailed by first
class mail, postage prepaid, on each Interest Payment Date to such Owner at his address as it appears in
the registration books maintained under the Indenture, or, upon written request received prior to the
Record Date next preceding an Interest Payment Date of an Owner of at least one million dollars
($1,000,000) in aggregate principal amount of Bonds, by wire transfer in immediately available funds to
an account within the continental United States of America designated by such Owner.

Book-Entry Only System

One fully-registered Bond will be issued for each maturity of the Bonds in the principal amount of
the Bonds of such maturity. It will be registered in the name of Cede & Co. and will be deposited with
DTC. The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, Bonds will be printed and delivered and will be governed
by the provisions of the Indenture with respect to payment of principal and interest and rights of exchange
and transfer.

There can be no assurance that DTC participants or others will distribute payments with respect to
the Bonds received by DTC or its nominee as the registered Owner, or any prepayment or other notices, to
the Beneficial Owners, or that they will do so on a timely basis, or that DTC will service and act in the
manner described in this Official Statement. See Appendix F hereto for additional information concerning
DTC.



Transfers and Exchanges Upon Termination of Book-Entry Only System

In the event the book-entry system described above is abandoned, Bonds will be printed and
delivered. Thereafter, any Bond may, in accordance with its terms, be transferred upon the books required
to be kept pursuant to the Indenture by the person in whose name it is registered, in person or by his duly
authorized attorney, upon surrender of such Bond for cancellation at the Corporate Trust Office of the
Trustee accompanied by delivery of a duly executed written instrument of transfer. Whenever any Bond
or Bonds will be surrendered for transfer, the Authority will execute and the Trustee will authenticate and
deliver a new Bond or Bonds for a like aggregate principal amount and maturity date. The Trustee will
require the payment by the Owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer.

The Trustee will not be required to register the transfer of (i) any Bond during the fifteen (15) day
period preceding any date established by the Trustee for selection of Bonds for redemption, (ii) any Bonds
which have been selected for redemption (except for any unredeemed portion of any of such Bonds) or
(iii) any Bonds during the period from any Record Date to any Interest Payment Date.

The Bonds may be exchanged at the Corporate Trust Office of the Trustee for a like aggregate
principal amount of Bonds of the same maturity of other authorized denominations. The Trustee will
require the payment by the Owner requesting such exchange of any tax or other governmental charge
required to be paid with respect to such exchange. No such exchange will be made (i) during the fifteen
(15) days preceding any date established by the Trustee for selection of Bonds for redemption, (ii) of any
Bonds which have been selected for redemption (except for any unredeemed portion of any of such
Bonds) or (iii) of any Bonds during the period from any Record Date to any Interest Payment Date.

Sinking Fund Redemption

Sinking Fund Installments are established under the Indenture for the mandatory redemption and
payment of the Term Bonds maturing on October 1, 2025 which payments will become due during the
years ending on the dates and in the amounts set forth in the following schedule (except that if any Term
Bonds have been optionally redeemed as described below the amounts of such Sinking Fund Installments
will be reduced by the principal amount of all such Term Bonds so optionally redeemed).

Term Bonds Due October 1.2025

Date Sinking Fund
(October 1) Installment

2019 $920,000
2020 970,000
2021 1,015,000
2022 1,065,000
2023 1,120,000
2024 1,180,000
2025f 1,230,000

rMaturity.



Optional Redemption

The Bonds maturing on or before October 1, 2015 are not subject to redemption prior to their
respective stated maturities. The Bonds maturing by their terms on or after October 1, 2016 are subject to
optional redemption by the Authority on any date on and after October 1, 2015, prior to their respective
stated maturity dates, as a whole or in part in such principal amounts and from such maturity dates as
selected by the Authority at the direction of the Program Participant, from funds derived by the Authority
from any lawful source and deposited with the Trustee not less than five (5) days prior to the date of
redemption, upon mailed notice as provided in the Indenture, at a redemption price equal to the principal
amount of the Bonds or the portions thereof redeemed together with interest accrued thereon to the date
fixed for redemption, without premium.

Redemption Procedures

Whenever less than all the Outstanding Bonds maturing on any one date are called for redemption
at any one time, the Trustee will select the Bonds to be redeemed (from the Outstanding Bonds maturing
on such date not previously selected for redemption) by lot in any manner which the Trustee deems fair;
provided, that if less than all the Outstanding Term Bonds maturing on any one date are called for
redemption from proceeds other than Sinking Fund Installment payments at any one time, the Trustee will
calculate a reduction in the Sinking Fund Installment payments required to be made with respect to such
Term Bonds (in an amount equal to the amount of Outstanding Term Bonds to be redeemed). Except for
Sinking Fund Installment redemptions, the Authority will deposit with the Trustee money sufficient to
redeem any Outstanding Bonds not later than five (5) days prior to the redemption date of the Bonds to be
redeemed.

In lieu of redemption of any Term Bonds, amounts on deposit in the Sinking Fund allocable to
such Term Bonds may be used and withdrawn by the Trustee at any time upon the request of the Authority
at the direction of the applicable Program Participant for the purchase of such Term Bonds at public or
private sale as and when and at such prices as the Authority at the direction of the applicable Program
Participant may determine. The principal amount of any Term Bonds so purchased by the Trustee will be
credited toward and will reduce the principal amount of the Term Bonds required to be redeemed on such
Sinking Fund Payment Date.

Notice of redemption of any Bonds or any portions thereof will be mailed by first class mail,
postage prepaid, by the Trustee not less than 30 nor more than 60 days prior to the redemption date of such
Bonds (i) to the respective Owners of the Bonds designated for redemption at their addresses appearing on
the bond registration books kept by the Trustee, (ii) to the Information Services and (iii) to the Securities
Depositories. Each notice of redemption will state the date of such notice, the Bonds to be redeemed, the
date of issue of such Bonds, the redemption date, the redemption price, whether funds are then on deposit
sufficient to pay the redemption price, the place of redemption (including the name and appropriate
address), the CUSIP number (if any) of the maturity or maturities, and, if less than all Bonds of any such
maturity are to be redeemed, the distinctive numbers of the Bonds of such maturity to be redeemed and, in
the case of Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be
redeemed. Each such notice will also state that on such redemption date there will become due and
payable on each of such Bonds the redemption price thereof or of the specified portion of the principal
amount thereof in the case of a Bond to be redeemed in part only, together with interest accrued thereon to
the redemption date, and that from and after such redemption date interest thereon will cease to accrue, and



will require that such Bonds be then surrendered at the Corporate Trust Office of the Trustee specified in
the redemption notice as the place of redemption; provided, that failure by the Trustee to give notice to any
one or more of the Information Services or Securities Depositories, or the insufficiency of any such notice
or the failure of any Owner to receive any redemption notice mailed to such Owner or any immaterial
defect in the notice so mailed shall not affect the sufficiency of the proceedings for the redemption of any
Bonds.

From and after the date fixed for redemption of any Bonds or any portions thereof, if notice of such
redemption will have been duly given and funds available for the payment of such redemption price of the
Bonds or such portions thereof so called for redemption will have been duly provided, no additional
interest will accrue on such Bonds or such portions thereof from and after the redemption date specified in
such notice.

Debt Service Schedule

The following table shows the annual Installment Payments due from each Program Participant
and the debt service requirements for the Bonds.
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Schedule of Annual Installment Payments
and Debt Service on the Bonds

Annual
Period
Ending

October 1
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026

Total

South Park County
Sanitation District

Installment Payments
$243,444.00
241,878.75
243,853.75
240,633.75
242,183.75
243,343.75
239,218.75
239,968.75
245,418.75
240,308.75
240,058.75
244,476.25
243,431.25
242,031.25
238,781.25
240,281.25
241,281.25
241,781.25
241,781.25
241,281.25
245,281.25

$5,080,719.00

Sonoma County Water
Agency

(Airport-Larkfleld-
Wikiup Sanitation

Zone)
Installment Payments

$464,684.00
462,576.25
461,801.25
460,781.25
464,181.25
461,821.25
464,066.25
465,736.25
461,811.25
467,321.25
462,008.75
461,228.75
464,918.75
462,718.75
466,968.75
460,218.75
462,968.75
459,718.75
465,718.75
460,468.75
464,468.75

$9,726,186.50

Sonoma Valley County
Sanitation

District
Installment Payments

$998,352.00
1,003,767.50
1,005,342.50
1,001,022.50
1,004,872.50
1,006,512.50
1,001,597.50
1,005,247.50
,002,072.50
,001,777.50
,004,527.50
,005,070.00
,008,800.00

-
-
-
-
-
-
-
-

$13,048,962.00

City of
Eureka Aggregate

Installment Payments Principal
$626,466.67 $1,185,000.00
622,167.50 1,285,000.00
624,055.00
620,515.00
626,215.00
620,815.00
624,925.00
623,195.00
620,770.00
622,447.50
623,197.50
622,990.00
622,000.00

,325,000.00
,350,000.00
,405,000.00
,445,000.00
,490,000.00
,545,000.00
,595,000.00
,655,000.00
,715,000.00
,785,000.00
,860,000.00

620,000.00 920,000.00
623,000.00 970,000.00
624,750.00 1,015,000.00
620,250.00 1,065,000.00
624,750.00 1,120,000.00
622,750.00 1,180,000.00
619,500.00 1,230,000.00

680,000.00
$12,454,759.17 $27,820,000.00

Aggregate
Interest

$1,147,946.67
1,045,390.00
1,010,052.50
972,952.50
932,452.50
887,492.50
839,807.50
789,147.50
735,072.50
676,855.00
614,792.50
548,765.00
479,150.00
404,750.00
358,750.00
310,250.00
259,500.00
206,250.00
150,250.00
91,250.00
29,750.00

$12,490,626.67

Total
$2,332,946.67
2,330,390.00
2,335,052.50
2,322,952.50
2,337,452.50
2,332,492.50
2,329,807.50
2,334,147.50
2,330,072.50
2,331,855.00
2,329,792.50
2,333,765.00
2,339,150.00
,324,750.00
,328,750.00
,325,250.00
,324,500.00
,326,250.00
,330,250.00
,321,250.00
709,750.00

$40,310,626.67
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SECURITY FOR THE BONDS

Security under the Indenture

Under the Indenture, the Authority irrevocably transfers and assigns over to the Trustee all of the
Installment Payments received by the Authority under the Installment Purchase Agreements and any and
all rights it has to enforce the obligations of the Program Participants under the Installment Purchase
Agreements. The Installment Payments received by the Trustee (the "Revenues") and in the other funds or
accounts (except the Rebate Fund) are irrevocably pledged by the Authority to the punctual payment of the
Bonds. The Revenues and such other funds and accounts are not permitted to be used for any other
purpose while any of the Bonds remain Outstanding; subject to the provisions permitting the application
thereof for the purposes and on the conditions and terms set forth therein. The Indenture provides that this
pledge constitutes a first lien on the Revenues and such other money for the payment of the Bonds in
accordance with the terms thereof.

The Indenture establishes a special fund known as the "Revenue Fund" held by the Trustee into
which all Installment Payments are deposited. The money in the Revenue Fund is required to be
transferred by the Trustee for deposit in the following respective funds (each of which is maintained with
the Trustee) at the following times and in the following order of priority:

(1) Interest Fund;

(2) Principal Fund;

(3) Sinking Fund; and

(4) Reserve Fund.

Interest Fund. The Trustee will transfer for deposit in the Interest Fund before each Interest
Payment Date, an amount of money from the Revenue Fund which is equal to the aggregate amount of the
interest becoming due and payable on all Outstanding Bonds on such Interest Payment Date.

Principal Fund. The Trustee will transfer for deposit in the Principal Fund before October 1 of
each year, an amount of money from the Revenue Fund which, together with any money contained in the
Principal Fund, is equal to the aggregate amount of the principal becoming due and payable on all
Outstanding Serial Bonds on such Principal Payment Date.

Sinking Fund. The Trustee will transfer for deposit in the Sinking Fund before October 1 of each
year as required, an amount of money from the Revenue Fund equal to the Sinking Fund Installments
payable on such Sinking Fund Payment Date.

Reserve Fund. Concurrently with the issuance of the Bonds, the Trustee is to establish, maintain
and hold in trust a separate fund designated as the Reserve Fund. Separate Reserve Accounts for each
Participant are created within the Reserve Fund. In the event of a withdrawal of amounts from any
Reserve Account within the Reserve Fund to make payments to the Interest Fund, Principal Fund or
Sinking Fund, the Trustee will deposit in such Reserve Account moneys from the Revenue Fund necessary
to restore the amount in such Reserve Account to the Reserve Account Requirement but only from the
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Installment Payments made for such purpose by the Program Participants who are obligated under the
Installment Purchase Agreements to restore said amounts; provided, that if there has been a draw upon any
policy of insurance, surety bond, letter of credit or other comparable credit facility used to provide all or a
portion of the Reserve Account Requirement, said Installment Payments will be applied to reimburse the
provider of such instrument for payments made under such draw plus its expenses in connection therewith.
Under each Installment Purchase Agreement, each Program Participant is obligated only to replenish the
Reserve Fund for withdrawals therefrom caused by deficiencies in such Program Participant's payment of
Installment Payments.

Reserve Fund

Under the Indenture, the Trustee holds in trust a separate fund designated as the Reserve Fund.
The Reserve Fund consists of separate, segregated Reserve Accounts established for each Program
Participant. The amount on deposit in each Reserve Account is required to be maintained in an amount at
least equal to the Reserve Account Requirement for such Reserve Account. The Reserve Account
Requirements for each Installment Purchase Agreement are set forth below and generally are equal to the
maximum annual Installment Payments payable by each Program Participant. Each Reserve Account will
be available only to cover a deficiency in the Installment Payments under the related Installment Purchase
Agreement. Under the Installment Agreements, Program Participants will only be obligated to replenish
draws on the Reserve Account relating to such Program Participant.

The Reserve Account Requirements will be satisfied with Bond proceeds or a debt service reserve
fund insurance policy (the "Reserve Policy") to be issued by Financial Security Assurance Inc. See
"BOND INSURANCE - The Bond Insurer" for information on Financial Security Assurance Inc. The
total stated amount of the Reserve Policy is $2,348,006.67 (only a portion of such amount is available to
each Reserve Account as shown in the table below).

The table below describes the Reserve Account Requirement for each Reserve Account and
whether such Reserve Account has been satisfied with Bond proceeds or the Reserve Policy.

Reserve Accounts Information

Reserve Account Bond Proceeds and/or
Participant Requirement Reserve Policy

City of Eureka $626,466.67 Reserve Policy
Sonoma Valley County Sanitation $ 1,008,800.00 Reserve Policy
District
Sonoma County Water Agency (Airport- $467,321.25 Reserve Policy
Larkfield-Wikiup Sanitation Zone)
South Park County Sanitation District $245,418.75 Reserve Policy

Pledge of System Net Revenues under the Installment Purchase Agreements

Each Installment Purchase Agreement provides that all System Net Revenues and all amounts on
deposit in the System Revenue Fund are irrevocably pledged to the payment of the Installment Payments
and that the System Net Revenues will not be used for any other purpose while any of the Installment
Payments remain unpaid. The Installment Purchase Agreement provide that this pledge, together with the
pledge created by any other Parity Debt (i.e., the Installment Payments and any other parity obligations of
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the Program Participant), and subject to any permitted prior liens on Revenues, constitutes a lien on
System Net Revenues for the payment of the Installment Payments and all other Parity Debt.

"System Net Revenues" is defined under the Installment Purchase Agreements as, for any period
System Revenues less Operation and Maintenance Costs for such period; provided that certain adjustments
in the amount of System Net Revenue deemed collected during a Fiscal Year may be made in connection
with amounts deposited in the Rate Stabilization Fund. "System Revenues" is defined under the
Installment Purchase Agreements as all gross income and revenue received or receivable by the Program
Participant from the ownership or operation of the System, determined in accordance with Generally
Accepted Accounting Principles, including all fees (including connection fees), rates, charges and all
amounts paid under any contracts received by or owed to the Program Participant in connection with the
operation of the System and all proceeds of insurance relating to the System and investment income
allocable to the System and all other income and revenue howsoever derived by the Program Participant
from the ownership or operation of the System or arising from the System, subject to and after satisfaction
of any Prior Liens.

"Operation and Maintenance Costs" is defined under the Installment Purchase Agreement as the
reasonable and necessary costs paid or incurred by the Program Participant for maintaining and operating
the System, determined in accordance with Generally Accepted Accounting Principles, including all
reasonable expenses of management and repair and all other expenses necessary to maintain and preserve
the System in good repair and working order, and including all administrative costs of the Program
Participant that are charged directly or apportioned to the operation of the System, such as salaries and
wages of employees, overhead, taxes (if any) and insurance premiums (including payments required to be
paid into any self-insurance funds), and including all other reasonable and necessary costs of the Program
Participant or charges required to be paid by it to comply with the terms of the Agreement or of any
Supplemental Agreement or of any resolution authorizing the execution of any Parity Debt, such as
compensation, reimbursement and indemnification of the Trustee and the Authority and fees and expenses
of Independent Certified Public Accountants; but excluding in all cases (i) payment of Parity Debt and
Subordinate Obligations, (ii) costs of capital additions, replacements, betterments, extensions or
improvements which under Generally Accepted Accounting Principles are chargeable to a capital account,
and (iii) depreciation, replacement and obsolescence charges or reserves therefor and amortization of
intangibles.

In order to carry out and effectuate such pledge each Program Participant agrees and covenants that
all System Revenues will be deposited when and as received in a special fund designated as the "System
Revenue Fund", which fund the Program Participant agrees and covenants to maintain and to hold separate
and apart from other funds so long as any Installment Payments remain unpaid. The Program Participant
is required, from the moneys in the System Revenue Fund, to pay all Operation and Maintenance Costs
(including amounts reasonably required to be set aside in contingency reserves for Operation and
Maintenance Costs, the payment of which is not then immediately required) as such Operation and
Maintenance Costs become due and payable. Thereafter, all remaining moneys in the System Revenue
Fund are required to be set aside by the Program Participant at the following times for the transfer to the
following respective special funds in the following order of priority.

Installment Payments. Not later than each Installment Payment Date (i.e., March 15 and
September 15 of each year), the Program Participant is required, from the moneys in the System Revenue
Fund, to transfer to the Trustee the Installment Payment due and payable on that Installment Payment
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Date. The Program Participant will also, from the moneys in the System Revenue Fund, transfer to the
applicable trustee for deposit in the respective payment fund, without preference or priority, and in the
event of any insufficiency of such moneys ratably without any discrimination or preference, any other
Parity Obligation Payments in accordance with the provisions of any Parity Obligation.

Reserve Account. On or before the first Business Day of each month, the Program Participant is
required, from the remaining moneys in the System Revenue Fund, thereafter, without preference or
priority, and in the event of any insufficiency of such moneys ratably without any discrimination or
preference, to transfer to the Trustee for deposit in the Revenue Fund for application to the Program
Participant Reserve Account within the Reserve Fund in accordance with the Indenture and to the
applicable trustee for such other reserve accounts, if any, as may have been established in connection with
Parity Obligations that sum, if any, necessary to restore the Reserve Account to an amount equal to the
Reserve Account Requirement and otherwise replenish the Reserve Fund for any withdrawals to pay the
Installment Payments due under the related Installment Purchase Agreement and necessary to restore such
other reserve accounts to an amount equal to the amount required to be maintained therein; provided that
payments to restore the Reserve Account after a withdrawal will be in an amount equal to 1/12 of the
aggregate amount needed to restore the Reserve Account to the Reserve Account Requirement as of the
date of the withdrawal.

Surplus. Moneys on deposit in the System Revenue Fund not necessary to make any of the
payments required above, may be expended by the Program Participant at any time for any purpose
permitted by law, including but not limited to payments with respect to Subordinate Obligations and
deposits to the Rate Stabilization Fund.

No Cross-Collateralization Among Participants. No Program Participant has covenanted to pay the
Installment Payments of any other Program Participant or to make up any deficit in the Reserve Fund
which occurs by reason of another Program Participant's nonpayment. For this reason, a default in the
payment of Installment Payments by any single Program Participant could cause a default in the payments
of principal and interest on the Bonds if moneys in such Program Participant's Reserve Account are
insufficient to make up the deficit caused by such nonpayment.

Additional Debt Tests under Installment Purchase Agreements

Each Installment Purchase Agreement provides that the Program Participant which is a party to
such Agreement may at any time enter into obligations secured by a lien and charge upon the System Net
Revenues of such Program Participant equal to and on a parity with the lien and charge securing the
Installment Payments, but only if the System Net Revenues for the last completed Fiscal Year or any 12
consecutive months within the last 18 months preceding the date of execution of such Parity Debt, as
shown by a Certificate of the Program Participant on file with the Trustee, plus an allowance for increased
System Net Revenues arising from any increase in the rates, fees and charges of the System which became
effective prior to the date of the execution of such Parity Debt but which, during all or any part of such 12
month period, was not in effect, in an amount equal to the amount by which the System Net Revenues
would have been increased if such increase in rates, fees and charges had been in effect during the whole
of such 12 month period, as shown by a Certificate of the Program Participant on file with the Trustee,
produce a sum equal to at least 120% of the Maximum Annual Debt Service as calculated after the
execution of such Parity Debt; provided that for Sonoma Valley County Sanitation District such shall
produce a sum equal to at least 110% of the Maximum Annual Debt Service as calculated after the

15



execution of such Parity Debt; provided, that in the event that all or a portion of such Parity Debt is to be
issued for the purpose of refunding and retiring any Parity Debt then Outstanding, interest and principal
payments on the Parity Debt to be so refunded and retired from the proceeds of such Parity Debt being
issued shall be excluded from the foregoing computation of Maximum Annual Debt Service; provided
further, that the Program Participant may at any time issue Parity Debt without compliance with the
foregoing conditions if the Annual Debt Service for each Fiscal Year during which such Parity Debt is
Outstanding will not be increased by reason of the issuance of such Parity Debt; and provided further, an
adjustment will be made in the amount of System Net Revenues for amounts deposited into or withdrawn
from the Rate Stabilization Fund of the Program Participant.

Rate Covenant under the Installment Purchase Agreements

Each Installment Purchase Agreement provides that the related Program Participant will fix,
prescribe and collect rates, fees and charges and manage the operation of the System for each Fiscal Year
so as to yield System Revenues at least sufficient, after making reasonable allowances for contingencies
and errors in the estimates, to pay the following amounts during such Fiscal Year:

(i) All current Operation and Maintenance Costs.

(ii) The Installment Payments and payments for other Parity Debt and the payment of the
Subordinate Obligations as they become due and payable.

(iii) All payments required for compliance with the terms of the Installment Purchase
Agreement, including restoration of the Program Participant's Reserve Account to an amount equal to the
Reserve Account Requirement, and of any Supplemental Agreement.

(iv) All payments to meet any other obligations of the Program Participant which are charges,
liens or encumbrances upon, or payable from, the System Net Revenues.

In addition to the foregoing requirements, the Program Participant will, to the maximum extent
permitted by law, fix, prescribe and collect rates, fees and charges and manage the operation of the System
for each Fiscal Year so as to yield System Net Revenues during such Fiscal Year equal to at least 120%
(110% for the Sonoma Valley County Sanitation District) of the Annual Debt Service in such Fiscal Year;
provided, an adjustment will be made to the amount of System Net Revenues for amounts deposited into
or withdrawn from the Rate Stabilization Fund of the Program Participant.

Rate Stabilization Fund under the Installment Purchase Agreements

Each Installment Purchase Agreement creates a Rate Stabilization Fund. Each Program Participant
may, during or within 210 days after a Fiscal Year, deposit System Net Revenues attributable to such
Fiscal Year (on the basis of Generally Accepted Accounting Principles) into the Rate Stabilization Fund.
The Program Participant may at any time withdraw moneys from the Rate Stabilization Fund. System Net
Revenues deposited into the Rate Stabilization Fund will not be taken into account as System Net
Revenues for purposes of the calculations required by the covenants in the Installment Purchase
Agreement relating to System Net Revenue coverage and additional parity debt in the Fiscal Year to which
such deposit is attributable, and amounts withdrawn from the Rate Stabilization Fund, during or within
210 days after a Fiscal Year, may be taken into account as Revenues for purposes of the calculations
required by such covenants in such Fiscal Year.
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BOND INSURANCE

The following information has been furnished by Financial Security Assurance Inc. (the "Bond
Insurer") for use in this Official Statement. No representation is made by the Program Participants, the
Authority or the Underwriter as to the accuracy, completeness or adequacy of such information, or as to
the absence of material adverse changes in the condition of the Bond Insurer subsequent to the date hereof,
including but not limited to a downgrade in the credit ratings of the Bond Insurer. Reference is made to
Appendix E for a specimen of the Bond Insurer's municipal bond insurance policy.

The Municipal Bond Insurance Policy

Concurrently with the issuance of the Bonds, the Bond Insurer will issue its Municipal Bond
Insurance Policy for the Bonds. The Municipal Bond Insurance Policy guarantees the scheduled payment
of principal of and interest on the Bonds when due as set forth in the form of the Municipal Bond
Insurance Policy included as Appendix E to this Official Statement.

The Municipal Bond Insurance Policy is not covered by any insurance security or guaranty fund
established under New York, California, Connecticut or Florida insurance law.

The Bond Insurer

The Bond Insurer is a New York domiciled financial guaranty insurance company and a wholly
owned subsidiary of Financial Security Assurance Holdings Ltd. ("Holdings"). Holdings is an indirect
subsidiary of Dexia, S.A., a publicly held Belgian corporation, and of Dexia Credit Local, a direct wholly-
owned subsidiary of Dexia, S.A. Dexia, S.A., through its bank subsidiaries, is primarily engaged in the
business of public finance, banking and asset management in France, Belgium and other European
countries. No shareholder of Holdings or the Bond Insurer is liable for the obligations of the Bond Insurer.

At March 31, 2005, the Bond Insurer's total policyholders' surplus and contingency reserves were
approximately $2,321,918,000 and its total unearned premium reserve was approximately $1,672,672,000
in accordance with statutory accounting principles. At March 31, 2005, the Bond Insurer's total
shareholder's equity was approximately $2,726,667,000 and its total net unearned premium reserve was
approximately $1,356,678,000 in accordance with generally accepted accounting principles.

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings
with the Securities and Exchange Commission are hereby incorporated herein by reference. Also
incorporated herein by reference are any such financial statements so filed from the date of this Official
Statement until the termination of the offering of the Bonds. Copies of materials incorporated by reference
will be provided upon request to Financial Security Assurance Inc.: 350 Park Avenue, New York, New
York 10022, Attention: Communications Department (telephone (212) 826-0100).

The Municipal Bond Insurance Policy does not protect investors against changes in market value
of the Bonds, which market value may be impaired as a result of changes in prevailing interest rates,
changes in applicable ratings or other causes. The Bond Insurer makes no representation regarding the
Bonds or the advisability of investing in the Bonds. The Bond Insurer makes no representation regarding
the Official Statement, nor has it participated in the preparation thereof, except that the Bond Insurer has
provided to the Authority the information presented under this caption for inclusion in the Official
Statement.
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CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES

Article XIIIB

Article XIIIB of the California State Constitution limits the annual appropriations of the State and
of any city, county, school district, authority or other political subdivision of the State to the level of
appropriations of the particular governmental entity for the prior fiscal year, as adjusted for changes in the
cost of living and population. The "base year" for establishing such appropriation limit is the 1978/79
fiscal year and the limit is to be adjusted annually to reflect changes in population and consumer prices.
Adjustments in the appropriations limit of an entity may also be made if (i) the financial responsibility for
a service is transferred to another public entity or to a private entity, (ii) the financial source for the
provision of services is transferred from taxes to other revenues, or (iii) the voters of the entity approve a
change in the limit for a period of time not to exceed four years.

Appropriations subject to Article XIIIB generally include the proceeds of taxes levied by the State
or other entity of local government, exclusive of certain State subventions and refunds of taxes. "Proceeds
of taxes" include, but are not limited to, all tax revenues and the proceeds to an entity of government from
(i) regulatory licenses, user charges, and user fees (but only to the extent such proceeds exceed the cost of
providing the service or regulation), and (ii) the investment of tax revenues. Article XIIIB includes a
requirement that if an entity's revenues in any year exceed the amounts permitted to be spent, the excess
would have to be returned by revising tax rates or fee schedules over the subsequent two years.

Certain expenditures are excluded from the appropriations limit including payments of
indebtedness existing or legally authorized as of January 1, 1979, or of bonded indebtedness thereafter
approved by the voters and payments required to comply with court or federal mandates which without
discretion require an expenditure for additional services or which unavoidably make the providing of
existing services more costly.

The Program Participants are of the opinion that their service charges do not exceed the costs they
reasonably bear in providing such services and therefore are not subject to the limits of Article XIIIB.

Proposition 218

An initiative measure entitled the "Right to Vote on Taxes Act" ("Proposition 218") was approved
by the voters of the State of California at the November 5, 1996 general election. Proposition 218 added
Articles XIIIC and Article XIIID to the California Constitution.

Proposition 218 requires that any agency imposing or increasing any property-related fee or charge
must provide written notice to the record owner of each identified parcel upon which such fee or charge is
to be imposed and must conduct a public hearing with respect thereto. The proposed fee or charge may
not be imposed or increased if a majority of owners of the identified parcels file written protests against it.
As a result, if and to the extent that a fee or charge imposed by a Program Participant is ultimately
determined to be a "fee" or "charge" as defined in Proposition 218, a Program Participant's ability to
increase such fee or charge may be limited by a majority protest.

In addition, Proposition 218 includes a number of limitations applicable to existing fees and
charges including provisions to the effect that (i) revenues derived from the fee or charge shall not exceed
the funds required to provide the property-related service, (ii) such revenues shall not be used for any
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purpose other than that for which the fee or charge was imposed, (iii) the amount of a fee or charge
imposed upon any parcel or person as an incident of property ownership shall not exceed the proportional
cost of the service attributable to the parcel and (iv) no such fee or charge may be imposed for a service
unless that service is actually used by, or immediately available to, the owner of the property in question.
Property-related fees or charges based on potential or future use of a service are not permitted. The
Program Participants believe that their current fees and charges comply with these limitations.

Proposition 218 provides that stand-by charges, whether characterized as charges or assessments,
are classified as assessments and cannot be imposed without compliance with the provisions of
Proposition 218 pertaining assessments.

Under the Installment Purchase Agreements, the Program Participants have covenanted, to the
maximum extent permitted by law, to establish and collect sufficient rates and charges to comply with the
rate covenants thereunder. See "SECURITY FOR THE BONDS - Rate Covenant under the Installment
Purchase Agreements" herein. For information concerning the Program Participants, including projections
of future rate increases, see Appendix B attached hereto.

Article XIIIC provides that the initiative power shall not be prohibited or otherwise limited in
matters of reducing or repealing any local tax, assessment, fee or charge and that the power of initiative to
affect local taxes, assessments, fees and charges shall be applicable to all local governments. Article
XIIIC does not define the terms "local tax," "assessment," "fee" or "charge," so it is unclear that the
definitions set forth in Article XIIID referred to above will be applicable to Article XIIIC. Moreover, the
provisions of Article XIIIC are not expressly limited to local taxes, assessments, fees and charges imposed
after November 6, 1996. Therefore, in the absence of other limitations, it is unclear whether the provisions
of Article XIIIC could be applicable to the fees and charges charged by the Program Participants. The
Program Participants do not believe that Article XIIIC grants to the voters the power to repeal or reduce
rates and charges in a manner which would be inconsistent with the Program Participant's contractual
obligations, including but not limited to, the obligation to pay Installment Payments. There can be no
assurance of the availability of particular remedies adequate to protect the interests of Bond Owners.
Remedies available to Bond Owners in the event of a default are dependent upon judicial actions which
are often subject to discretion and delay and could prove both expensive and time-consuming to obtain.

Proposition 218 defines the terms "fee" and "charge" to mean "any levy other than an ad valorem
tax, a special tax or an assessment, imposed by an agency upon a parcel or upon a person as an incident of
property ownership, including user fees or charges for a property-related service." A "property-related
service" is defined as "a public service having a direct relationship to property ownership."

In July 1997, the Authority General of the State of California issued an opinion to the effect that
Article XIIID does not apply to water fees or charges which are based on the volume of consumption. In
November 2000, the Second District Court of Appeal held in Howard Jarvis Taxpayers Association v. City
of Los Angeles that water service fees and charges, where based primarily on consumption, were not "fees"
or "charges" within the meaning of Article XIIID. The California State Supreme Court denied review of
the Howard Jarvis Taxpayers Association case.

In February 2004, the California Supreme Court in Richmond et al. v. Shasta Community Services
District upheld a Court of Appeal decision that water connection fees were not property related fees and
charges subject to Article XIIID. The California Supreme Court's opinion in Richmond contained dicta
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that charges for ongoing water service were property related and, thus, subject to Article XIIID. However,
subsequent to the California Supreme Court's decision in Richmond, the Fourth District Court of Appeal
held in Bighorn-Desert View Water Agency v. Beringson that usage-based water rates are not subject to
Proposition 218. The appellate court reasoned that such fees were not property related as provided in
Proposition 218 or, if property related, were exempt from Proposition 218 as a fee or charge for water
services. On October 27, 2004, the California Supreme Court granted a petition for review of the Bighorn
decision.

Certain aspects of the impact of Proposition 218 in these and other areas remain unclear as court
decisions interpreting the application of Proposition 218 to various circumstances continue to be published
on a frequent basis. The fees and charges collected by the Program Participants are based on various
criteria. See Appendix B attached hereto.

Future Initiatives

Articles XIIIB, XIIIC and XIIID were adopted as measures that qualified for the ballot pursuant to
California's initiative process. From time to time other initiatives could be proposed and adopted affecting
the Program Participants' revenues or ability to increase revenues.

RISK FACTORS

The following section describes certain risk factors affecting the payment of and security for the
Bonds. The following discussion of risks is not meant to be an exhaustive list of the risks associated with
the purchase of the Bonds and does not necessarily reflect the relative importance of the various issues.
Potential investors are advised to consider the following factors, along with all other information in this
Official Statement, in evaluating the Bonds. There can be no assurance that other risk factors will not
become material in the future.

General

The payment of principal of and interest on the Bonds is secured solely by a pledge of the
Revenues and certain funds under the Indenture. Revenues consist of Installment Payments to be made by
Program Participants. The obligation of each Program Participant to make Installment Payments is
secured by the System Net Revenues of such Program Participant. No assurance can be made that System
Net Revenues, estimated or otherwise, will be realized by any Program Participant in an amount sufficient
to pay the Installment Payments of such Program Participant. The realization of future System Net
Revenues is subject to, among other things, the capabilities of management of the Program Participants,
the ability of the Program Participants to provide services to its users, and the ability of the Program
Participants to establish and maintain charges sufficient to provide the required debt service coverage as
well as pay for Operation and Maintenance Costs.

Among other matters, inadequate sources of water, general and local economic conditions and
changes in law and government regulations (including initiatives and moratoriums on growth) could
adversely affect the amount of System Revenues realized by the Program Participants and ultimately the
ability of the Program Participants to pay the Installment Payments.
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No Cross-Collateralization

No Program Participant has covenanted to pay the Installment Payments of any other Program
Participant or to make up any deficit in the Reserve Fund which occurs by reason of another Program
Participant's nonpayment. For this reason, a default in the payment of Installment Payments by any single
Program Participant could cause a default in the payments of principal and interest on the Bonds if moneys
in such Program Participant's Reserve Account are insufficient to make up the deficit caused by such
nonpayment.

Earthquakes, Floods, Fires, Drought or Other Natural Conditions

Earthquakes, floods, fires or other natural disasters could interrupt operation of the Systems of the
Program Participants and cause increased costs and thereby interrupt the ability of the Program
Participants to realize System Net Revenues sufficient to pay the Installment Payments. Many of the
Program Participants are located in active seismic areas and, in certain cases, flood zones. The Program
Participants are not obligated under the Installment Purchase Agreements to have earthquake or flood
insurance. Further, Southern California and certain southwestern states are currently experiencing
drought. Such drought may negatively impact the cost and availability of water for the Program
Participants.

Investment of Funds

All funds and accounts held under the Indenture are required to be invested in Authorized
Investments as provided under the Indenture. See Appendix C attached hereto for a summary of the
definition of Authorized Investments. See the Program Participants' financial statements attached as
Appendix A for a summary of the Program Participants' investments as of the date of such financial
statements. All investments, including the Authorized Investments and those authorized by law from time
to time for investments by public agencies contain a certain degree of risk. Such risks include, but are not
limited to, a lower rate of return than expected, loss of market value and loss or delayed receipt of
principal. The occurrence of these events with respect to amounts held under the Indenture or by the
Program Participants could have a material adverse effect on the security of the Bonds.

Limitations on Remedies and Bankruptcy

The rights and remedies provided in the Indenture and the Installment Purchase Agreements may
be limited by and are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent
conveyance and other similar laws affecting creditors' rights, to the application of equitable principles if
equitable remedies are sought, and to the exercise of judicial discretion in appropriate cases and to
limitations on legal remedies against public agencies in the State of California. The various opinions of
counsel to be delivered with respect to such documents, including the opinion of Bond Counsel (the form
of which is attached as Appendix D), will be similarly qualified.

The enforcement of the remedies provided in the Installment Purchase Agreements and the
Indenture could prove both expensive and time consuming. In the event of a default, the Trustee is not
empowered to sell the Projects in order to pay debt service on the Bonds. In addition, the rights and
remedies provided in the Installment Purchase Agreements and Indenture may be limited by and are
subject to provisions of the federal bankruptcy laws, as now or hereafter enacted, and to other laws or
equitable principles that may affect creditors' rights. If a Program Participant were to file a petition under

21



Chapter 9 of the Bankruptcy Code (Title 11, United States Code), the Bondholders and the Trustee could
be prohibited or severely restricted from taking any steps to enforce their rights under the Installment
Purchase Agreements and from taking any steps to collect amounts due from the Program Participant
under the Installment Purchase Agreements.

THE AUTHORITY

The California Statewide Communities Development Authority (the "Authority") is a joint exercise
of powers authority duly organized and operating pursuant to Article 1 (commencing with Section 6500)
of Chapter 5, Division 7, Title 1 of the California Government Code, and pursuant to an agreement which
became dated as of June 1, 1988, by and among various cities, counties, and special districts, and is
qualified to issue the Bonds under the Law.

Neither the faith and credit nor the taxing power of the State of California or any public agency
thereof or the Authority or any Program Participant or any member of the Authority is pledged to the
payment of the Bonds. The Bonds do not constitute a debt, liability or obligation of the State of California
or any public agency thereof (other than the Authority payable solely from the Revenues) or any Program
Participant or any member of the Authority, and neither the directors of the Authority nor any persons
executing the Bonds are liable personally on the Bonds by reason of their issuance. The Authority has no
taxing power.

LEGAL MATTERS

The legality and enforceability of the Bonds are subject to the approval of Hawkins Delafield &
Wood LLP, San Francisco, California, acting as Bond Counsel. The form of such legal opinion is attached
hereto as Appendix D. Hawkins Delafield & Wood LLP, San Francisco, California, has also served as
Disclosure Counsel. Certain legal matters will be passed upon by the counsel to the Authority and the
counsels to the Program Participants.

LITIGATION

The Authority will certify to the effect that, to the best knowledge of the Authority, there is no
action, suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, regulatory
agency, public board or body pending other than as described in the Official Statement (i) in any way
questioning the existence of the Authority or the titles of the officers of the Authority to their respective
offices; (ii) affecting, contesting or seeking to prohibit, restrain or enjoin the issuance or delivery of any of
the Bonds, or the payment or collection of any amounts pledged or to be pledged to pay the principal of
and interest on the Bonds, or in any way contesting or affecting the validity of the Bonds or the related
legal documents or the consummation of the transactions contemplated thereby, or contesting the
exclusion of the interest on the Bonds from taxation or contesting the powers of the Authority to assign
and pledge the Installment Payments; or (iii) contesting the completeness or accuracy of the Preliminary
Official Statement (excluding all appendices) or the Official Statement (excluding all appendices) or any
supplement or amendment thereto or asserting that the Preliminary Official Statement (excluding all
appendices) or the Official Statement (excluding all appendices) contained any untrue statement of a
material fact or omitted to state any material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading.
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Each Program Participant will certify to the effect that, other than as described in the Official
Statement, including all appendices hereto, there is no action, suit, proceeding, inquiry or investigation, at
law or in equity, before or by any court, regulatory agency, public board or body pending or, to the best
knowledge of the Program Participant, threatened (i) in any way questioning the existence of the Program
Participant or the titles of the officers of the Program Participant to their respective offices; (ii) in any way
contesting or affecting the validity of the legal documents relating to the Bonds entered into by the
Program Participant or the consummation of the transactions contemplated thereby, (iii) which may result
in any material adverse change relating to the finances or operations of the Program Participant; or (iv)
contesting the completeness or accuracy of the Preliminary Official Statement or the Official Statement or
any supplement or amendment thereto or asserting that the Preliminary Official Statement or the Official
Statement contained any untrue statement of a material fact or omitted to state any material fact required to
be stated therein or necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading. See Appendix B for certain information related to any litigation affecting
the Program Participants.

TAX MATTERS

Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Authority, under existing
statutes and court decisions and assuming continuing compliance with certain tax covenants described
herein, (i) interest on the Bonds is excluded from gross income for Federal income tax purposes pursuant
to Section 103 of the Internal Revenue Code of 1986, as amended (the "Code"), and (ii) interest on the
Bonds is not treated as a preference item in calculating the alternative minimum tax imposed on
individuals and corporations under the Code; such interest, however, is included in the adjusted current
earnings of certain corporations for purposes of calculating the alternative minimum tax imposed on such
corporations. In rendering its opinion, Bond Counsel has relied on certain representations, certifications of
fact, and statements of reasonable expectations made by the Authority in connection with the Bonds, and
Bond Counsel has assumed compliance by the Authority with certain ongoing covenants to comply with
applicable requirements of the Code to assure the exclusion of interest on the Bonds from gross income
under Section 103 of the Code.

In addition, in the opinion of Bond Counsel to the Authority, under existing statutes, interest on the
Bonds is exempt from personal income taxes imposed by the State of California.

Bond Counsel expresses no opinion regarding any other Federal or state tax consequences with
respect to the Bonds. Bond Counsel renders its opinion under existing statutes and court decisions as of
the issue date, and assumes no obligation to update its opinion after the issue date to reflect any future
action, fact or circumstance, or change in law or interpretation, or otherwise. Bond Counsel expresses no
opinion on the effect of any action hereafter taken or not taken in reliance upon an opinion of other counsel
on the exclusion from gross income for Federal income tax purposes of interest on the Bonds, or under
state and local tax law.
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Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirements that must be met subsequent to the issuance
and delivery of the Bonds in order that interest on the Bonds be and remain excluded from gross income
under Section 103 of the Code. These requirements include, but are not limited to, requirements relating
to use and expenditure of gross proceeds of the Bonds, yield and other restrictions on investments of gross
proceeds, and the arbitrage rebate requirement that certain excess earnings on gross proceeds be rebated to
the Federal government. Noncompliance with such requirements may cause interest on the Bonds to
become included in gross income for Federal income tax purposes retroactive to their issue date,
irrespective of the date on which such noncompliance occurs or is discovered. The Authority has
covenanted to comply with certain applicable requirements of the Code to assure the exclusion of interest
on the Bonds from gross income under Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral Federal income tax matters with respect to
the Bonds. It does not purport to address all aspects of Federal taxation that may be relevant to a particular
owner of a Bond. Prospective investors, particularly those who may be subject to special rules, are
advised to consult their own tax advisors regarding the Federal tax consequences of owning and disposing
of the Bonds.

Prospective owners of the Bonds should be aware that the ownership of such obligations may
result in collateral Federal income tax consequences to various categories of persons, such as corporations
(including S corporations and foreign corporations), financial institutions, property and casualty and life
insurance companies, individual recipients of Social Security and railroad retirement benefits, individuals
otherwise eligible for the earned income tax credit, and taxpayers deemed to have incurred or continued
indebtedness to purchase or carry obligations the interest on which is excluded from gross income for
Federal income tax purposes. Interest on the Bonds may be taken into account in determining the tax
liability of foreign corporations subject to the branch profits tax imposed by Section 884 of the Code.

Original Issue Discount

"Original issue discount" ("OID") is the excess of the sum of all amounts payable at the stated
maturity of a Bond (excluding certain "qualified stated interest" that is unconditionally payable at least
annually at prescribed rates) over the issue price of that maturity. In general, the "issue price" of a
maturity means the first price at which a substantial amount of the Bonds of that maturity was sold
(excluding sales to bond houses, brokers, or similar persons acting in the capacity as underwriters,
placement agents, or wholesalers). In general, the issue price for each maturity of Bonds is expected to be
the initial public offering price set forth on the cover page of the Official Statement. Bond Counsel further
is of the opinion that, for any Bonds having OID (a "Discount Bond"), OID that has accrued and is
properly allocable to the owners of the Discount Bonds under Section 1288 of the Code is excludable from
gross income for Federal income tax purposes to the same extent as other interest on the Bonds.

hi general, under Section 1288 of the Code, OID on a Discount Bond accrues under a constant
yield method, based on periodic compounding of interest over prescribed accrual periods using a
compounding rate determined by reference to the yield on that Discount Bond. An owner's adjusted basis
in a Discount Bond is increased by accrued OID for purposes of determining gain or loss on sale,

24



exchange, or other disposition of such Bond. Accrued OID may be taken into account as an increase in the
amount of tax-exempt income received or deemed to have been received for purposes of determining
various other tax consequences of owning a Discount Bond even though there will not be a corresponding
cash payment.

Owners of Discount Bonds should consult their own tax advisors with respect to the treatment of
original issue discount for Federal income tax purposes, including various special rules relating thereto,
and the state and local tax consequences of acquiring, holding, and disposing of Discount Bonds.

Bond Premium

In general, if an owner acquires a Bond for a purchase price (excluding accrued interest) or
otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the Bond after the
acquisition date (excluding certain "qualified stated interest" that is unconditionally payable at least
annually at prescribed rates), that premium constitutes "bond premium" on that Bond (a "Premium Bond").
In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the bond premium
over the remaining term of the Premium Bond, based on the owner's yield over the remaining term of the
Premium Bond determined based on constant yield principles (in certain cases involving a Premium Bond
callable prior to its stated maturity date, the amortization period and yield may be required to be
determined on the basis of an earlier call date that results in the lowest yield on such bond). An owner of a
Premium Bond must amortize the bond premium by offsetting the qualified stated interest allocable to
each interest accrual period under the owner's regular method of accounting against the bond premium
allocable to that period. In the case of a tax-exempt Premium Bond, if the bond premium allocable to an
accrual period exceeds the qualified stated interest allocable to that accrual period, the excess is a
nondeductible loss. Under certain circumstances, the owner of a Premium Bond may realize a taxable
gain upon disposition of the Premium Bond even though it is sold or redeemed for an amount less than or
equal to the owner's original acquisition cost. Owners of any Premium Bonds should consult their own
tax advisors regarding the treatment of bond premium for Federal income tax purposes, including various
special rules relating thereto, and state and local tax consequences, in connection with the acquisition,
ownership, amortization of bond premium on, sale, exchange, or other disposition of Premium Bonds.

Legislation

Legislation affecting municipal bonds is regularly under consideration by the United States
Congress. There can be no assurance that legislation enacted or proposed after the date of issuance of the
Bonds will not have an adverse effect on the tax exempt status or market price of the Bonds.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D.
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CONTINUING DISCLOSURE

The Program Participants have covenanted in Continuing Disclosure Certificates for the benefit of
the holders and beneficial owners of the Bonds to provide certain financial information and operating data
relating to Participants by not later than the 210 days following the end of the fiscal year (currently their
fiscal years end on June 30) (the "Participant Annual Reports"), commencing with the fiscal year ending
June 30, 2005, and to provide notices of the occurrence of certain enumerated events, if material.

The Authority has covenanted in a Continuing Disclosure Certificate for the benefit of the holders
and beneficial owners of the Bonds to provide notices of the occurrence of certain enumerated events, if
material.

The Program Participant Annual Reports and the notices of material events will be filed by the
Trustee as Dissemination Agent with each Nationally Recognized Municipal Securities Information
Repository. The specific nature of the information to be contained in the Annual Reports and the notice of
material events is set forth in Appendix G—"FORMS OF CONTINUING DISCLOSURE
CERTIFICATES" hereto. These covenants have been made in order to assist the Underwriter in
complying with Rule 15c2-12(b)(5) promulgated under the Securities Exchange Act of 1934.

RATINGS

Upon the issuance by Financial Security Assurance Inc. of its municipal bond insurance policy (the
"Municipal Bond Insurance Policy"), Standard & Poor's Ratings Services and Fitch Ratings will assign the
Bonds the rating of "AAA". These ratings are based upon the Municipal Bond Insurance Policy. See
"BOND INSURANCE" herein. Generally, rating agencies base their ratings on information and material
furnished directly to them and on investigations, studies and assumptions made by them. The ratings
reflect only the views of such organization and an explanation of the significance of the ratings may be
obtained from Standard & Poor's Ratings Services, 25 Broadway, New York, New York 10004 and from
Fitch Ratings, 33 Whitehall Street, 27th Floor, New York, New York 10004, respectively. There is no
assurance that the ratings will continue for any given period of time or that they will not be revised
downward or withdrawn entirely by the rating agencies, if, in the judgment of such rating agencies,
circumstances so warrant. Any such downward revision or withdrawal of such rating may have an adverse
effect on the market price of the Bonds.

UNDERWRITING

The Bonds will be purchased by Henderson Capital Partners, LLC (the "Underwriter") pursuant to
a Bond Purchase Contract, under which the Underwriter agrees to purchase all of the Bonds for an
aggregate purchase price of $27,934,399.50 (which represents the principal amount of the Bonds plus net
original issue premium of $338,199.50 and less an Underwriter's discount of $223,800.00).

The initial public offering prices stated on the cover of this Official Statement may be changed
from time to time by the Underwriter. The Underwriter may offer and sell the Bonds to certain dealers
(including dealers depositing Bonds into investment trusts), dealer banks, banks acting as agents and
others at prices lower than said public offering prices.
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POOL VERIFICATION

Upon delivery of the Bonds, Grant Thornton LLP, a firm of independent certified public
accountants, will have verified the mathematical accuracy of certain computations based upon certain
information and assertions provided to them by the Underwriter relating to (a) the adequacy of the
Program Participants' scheduled Installment Payments to pay when due all of the scheduled principal of
and interest on the Bonds, (b) the adequacy of the amounts in the respective Escrow Fund to pay all of the
principal and payment premium represented by and the interest on the respective Refunded Obligations
(see "PARTICIPANTS AND FINANCING PLAN" herein) and (c) the computations of yield of the Bonds
and the respective Escrow Fund which support Bond Counsel's opinion that the interest on the Bonds is
excluded from gross income for federal income tax purposes.

MISCELLANEOUS

Insofar as any statements made in this Official Statement involve matters of opinion or of
estimates, whether or not expressly stated, they are set forth as such and not as representations of fact. No
representation is made that any of such statements made will be realized. Neither this Official Statement
nor any statement which may have been made verbally or in writing is to be construed as a contract with
the Owners of the Bonds.
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The execution and delivery of this Official Statement have been duly authorized by the Authority
and the Program Participants.

CALIFORNIA STATEWIDE
COMMUNITIES DEVELOPMENT
AUTHORITY

By: /s/ Norma Lammers
Member of the Commission

CITY OF EUREKA

By: /s/ David W. Tyson
City Manager

SONOMA VALLEY COUNTY
SANITATION DISTRICT

By: /s/ Randv Poole
General Manager/Chief Engineer

SONOMA COUNTY WATER AGENCY

By: /s/ Randv Poole
General Manager/Chief Engineer

SOUTH PARK COUNTY SANITATION
DISTRICT

By: /s/ Randv Poole
General Manager/Chief Engineer
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APPENDIX A

EXCERPTS FROM PROGRAM PARTICIPANTS' FINANCIAL STATEMENTS
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Certificate of
Achievement
for Excellence

in Financial
Reporting

Presented to

City of Eureka,
California

For its CosBpfetiejisiYs Amiusl
Financial Report

for the Fiscal Year Ended
June 30, 2003

A CertSScafes of Actaevenjeal &c I&ceUence m
Reporting is presetted by the Government Ffaaae* Ofifats

Association of the (Jolted Stiles and Canada to
govcmMiS units md puMc employee retirement
s^tJna tvhost eaiiyebtnsivc aimual financial

reports (CAFRs) achieve iht highest

President

Executive Director

xii

Gity of Eureka, California
Wnclpal City Officials

June 30, 2004

Peter La Valtee
Mayor

CMS Kenyan
Council Membet CouncS Member

Mite Jones
Council Member

Jeff Leonard
CourrfMembw

Counci! Member

Administration

DaoMW.Tjfson
City Manager

Ksthleen Franco Simmons
City Clerk

Randy Nickolaus
.%sistont City Manager

Director of Community Development

Mike Knight
Public Works Oifector/Buiiding Official

Cindy Trobte-Thomas
Redevelopment & Housing Director

David Ttanber g
City Attorn^

David Douglas
Police Chief

Eric Smith
Fire Chief

CilyEngln««r
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City of Eureka. California
Hotel) to the Baste Financial Statements

For the Year Ended June 30,2004

R««fw*fe» M of j»» tTOf tor »»

Qmnt
Mao**
Lm»&M<KhiW«lnc«n« Homing

t««m«i Service .IfccMioi

ln**&MI oafs tumfe ««* nw»ijM foods Bntl»s»)tieg««iliKlu<»iflj
are <M Mtow

Tamk

* Marios $
180,346
89,635

2S4.7M
4600

391.270
4,327

10.938 $ 27.W)
8,619 69M14

39.699
35.914

18.877 205.194
32.09J. .

2J29.J78
S84379
1K.334
290.967

41M2
S15J41
36.412

aggs » <ji».»p

[unds report *tar»( oxtnm IB
to tasv^abte to SquidsMliaMHte of ttw current poled. <JoMmnMWalfun*i

n«v«nu«« <K»gBll(i>n In conmwcaon with mowns thtt hw« N«l wceMs* ta«(K«>«l

QTi«!I
Toal *!«««!

BM.95S
40.479

WMw

BuMng
Out

455.MS $
(O6.293

7,970
21.752
4.3S8

11.093
146.0J8
(3.7SS)

466.43«
ntxt

3.683

708J48
. -

4.484
14.4C8
12535

Housing fund toons
Uw«%mi!S»«t« Irwora*

7.J00.46I

CapaaJ «as*to, «t* being *se«*ci#«i
i^nd

Cetttlmetkftft progress

Oy of Eureta, California
Note) to OK Busk- Financial Statements

Ffct «K ¥MT Ended June 30. M04

Ta««omMt»<)*!(

S 3*8,858 % (tl,(57t t
3.923.8&1

J.S78.974

&7M.190 7Z.Si»
1M!«,9M S5447I 7JW9

19.260)

(T7312}
(71,524)

C15S.7SR

{I5JW 041.IT4I
OO43« OB.4I8

f6.!62,«fl) 21J.M3
_j.^5l

jil«5»| •"•• (iiiJiMi ' ĵj5$

23,922364
4,1«.B89

<M*»
(ia.7»,9CO>

S O5T.I78) » 52,tl7«J

Uw<imimrf«e<ntei»«t«toi(t»-

* 8.3J8.2JO
J.1K1.M5

S.S7I.WM »2Slit51

5.J98.391
3I.3»,(SI
45,112459

,17«•yse? •

tUUBHB)
(185JKJ
(BS6.I55)

099.742) (348,17^ 4W»7«Z
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City of Eureka, CuJfomia
Mows to the Basic Financial Statements

Fa, the Vent Ended June 30.2004

Ci!y oT Eunska, California
{totes W> the Baste Rnandal Statements

Fo* the Year Ended June 30, 2004

H* Adjustment to

and ml ««ti« Juno M, 390) oxttWi csf the MvMng tUKMi

Fore) BstocW

Fund

Major fun*
0««Hl

Uiw & motetM* (new** heuting

Total SpraaU

*tSmtoFund»
Eur«toPuWlcFln9fKin8AIi!ht»%

Tow!wxMn»jM8<™«<in'«nI«l(u«<>

*4$pe»ea'«fes • enterpfise fends

S WSHMSZ

3.685.203

TSftMS
33.9M

351,071

» m»7.749

IJ2TXI

S.HSZJS4
(V.967,739)
6,450.024

f.OSt.771
14.024,916

663.004
a^iRi^a

2.430 s 8J61.322

28.SM 3.914.057

f7]s67.73S»
7,002,718

KM 736,473
33.954

T 217,802
241,501

« 8».«? * 19,803.382

* ttff&lHSi *

03
47 163.229

faa.iso
$ 70.»34.4I3

funds

b*Km«aoo tedww

ernsr in eapfcs! te«s«)
«mx Jn t

69.099 $

(7,680) S
MS

s (967,081) s »aai,wa

to fwt ffi^«t» on ttw gewtmnRent^de jft«*!«««» * -felftft 30.2003 consists e* the fettMrfng ft«ms;

H^A^cts A^^m«ri{s Ai^isanents

GanffimattBi &3Mti«$
Ki4e73« 640.974

66
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Sonoma County Sanitation Districts
Fwestvtlle
Occidental

Russian River
Sonoma Valley

South Park
Basic Financial Statements

Year Ended June 30,2004
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tofs' Rep&rt (cdnti
Ctsu&ty SasifeHkm Districts

Out

t% of Snnott
ma C tntnK

ti ROM*. 1 &h

u' 4ttti«vd Shi avt<«sif *tm q*g Kixu t*i*Hh:idi statmtent* ol tlte S»
lmg I \*rexlu!k* iKut&t&ti, RU-<*M;I Km*;, $>>t**;m»i V.iJk) Aud Stutfh Park). (Hie "!>istrim'*K a
>ta?Hi uwi ft! tin; <Vi**ii* H *»«rKH*^t ,*s s»t ;«*i to* Jlw stk<*r esukd Jyise 30, ^*KHf which coffetlivcly

K^*& lMu«%.iAl sutosnersis ss-* S?^e4 sn ftis\ fahie of 'contests, these tele finaiKtai
fi!hilm » * ihe Oi«irK-t«* ma

'eastv HmiifcttwMj Oistrtcts, I he a

fiiifmcss! s,^tt'!«c*»rs
m the smSsi yl rite b îe inMocstl Mtttimc^ft ^s4, to <>«r
relation to the Nsk ^Raatcial statements takea as a «fhoie

«n thif b*\n, Ji«?HK;saf sutemcms of" iho
tKm IsstcU as »upf Icm^nturv tnformatiCN^
sU a»U H a«i a rf*|i«red parl «l she bshic
ĵ k'*! lo tlic »mlitjtix proc«dunni apf hcJ
iaiity ^tattitl in all nutcnaf E^SJH;*:!-., ift

K OK t ̂ mpiri'Mer Ucsict^l •*! ilu
Ut oNain K'a^u l̂-k a^vutmtcr a
«si4** lri*,1«Je<, enjuTnihinsf wn a
fnuncul t̂sK'mt'nh \n autls!

^Scj-r^J to ab**\e prcvsrtl Mr!), tn sll BiMfgrial rcsptxB, the
-«*U4, mil sbj i^\tihs of iU operations asid cî N ftevrs for the

*. «c*w\r aKw issued ou? report 'dated Augu&t 31,200^.

^ a*i»l ^tant^, ! haf f«|j0n is ait iftiegfal part i
&! lu co

I I i >
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Sonoma County Sanitation Districts

a aad Analysis

Year Ended June 38, 2&Q4

Overview of the Financial Statement!!!

This {iisctissiaa and analysis is intended to serve m an mtrcxhictiofii to the Districts* financial statements The
District linartcuil sittanenu art- £<m)pris*?d of three ami laments t) Managemeitt1* tlj scission and analysis,
2) bask JJHiUKUtl statements. isiul 3) iwrtes (o UK basic tiiiimcial statements. This report also contoios otter

itti'ctimistiftfl; assisting of statements by District i» addition to the basic finan

Tfte Marmg&tMftt's discmsKm and attafysii is intended to provide the narrative overview that user* need to
interpret ffee tiisatiual statements, Management'* discussion and analysis also provides analysis cf some key
tljtfa f»:avsc:u(c:d. m tfee iiBaacta! statements,

I'tie Districts iffe ettg&gs*! o«!y in the b«*ij.n«s-t):|H- activitte-s of maifitaiittttg and operating s
CoHcctiGfi sy^K-ios, p«iw|» -ifalioits ftinl ta-;tlnn;n( pLi(U> flit I>i,stricts account for Mivir finmtd&I otdvitv
iititi/uii; fund accounting, speciilcaHy cnlcrprisc fund accuunung, to ensure and demonstrate tmnphancc
wiia ftBiatsse-related legal r«sjttt'rei»ents. An cttcffpme fund is n proprietary fund type tei«d lo fcp^t activitia;
for ^ hiclt a fw *-•- charged to cMenuil cu^ttnnen lor jjo-xls or services provided. The focus of an enterprise

and cssJt flow. 11*e fiiumciial statements presented are iht; sftiifttmtst ft/ net -assets; fttf statement af revenues,
ttei ass^tst «HIK| (h&

'I'he notes provide acklitimja! infonnatton that is essential !o a full iwidcmfiimitni of the data pt-<*vKk>d tn the
ftmmdiil stija*rac«t:s., UK? mtK-s to the ftmatci^il sta.feraeats am he ftwrnlou p-aps IH- 39.

"I'ae s«p|>1erae0to>' uiforaiatkHS statements by I^strict referred to cadie* are gtfesente
foilmvinw the notes to the financial stateaieots in (he sii^ptenentary inionuaiton sectimi oi' tlats rcpc*rt.
statements cam bfe found OM pa^s 4O - 48,

Net assets may serve over time as a useful ittttkafor erf' a Districts1 finane-ia) pmittim. ID the- C^M? t^' tht*
Dtstrtcfs*,, as*«<s exceeded liahilitks te$ Sy<>J*jfK7v

:SS7 at (he etase of the ra**sl rctr^nt iiscM jtsar c««»fMired to
net ussefe of Sfl55!Wt44S at Jitne 30. 20U5.

for 2*MW c'xnpari-d t« 744*$ for 200$) icfUvtn Uwif
istve^ftnent in capttal mm.ta (e.^., land, i«isku"nj;s, m»diJncr> , mid equipment), few any related debt mtxl to
3et|t,iit̂  those assets that is sttH otits(a«dtt!g, 'ITie Dbtrkls us« iljese aii^itat assets to provide services to
citixeus; coiistt|ii««tly, these assets are »c?; a^jalahly forltttjirt; sending Although Ihe Districts' i
tn (hci f t rijMtal giwts is rqHirtcd iM of rdateti ilchf , it ^houkl btk (inlcil thai llic t
debt iwtist he ifft.nitU^I iVt.wu other stwrees, since the capital USK^ t

Smimna County Sanitation Dtstrktt

Hntmeial Analysis (continued)

Net Assets

Current and Olhcr Assets

Total Assets

Current Liabilities

Total Unhilitira

Invested in Capital Assei* N« of Related Debi
Restricted tor conservation program
Restricted [or debt aorvkc
Restricted tor capital pmjefts
I'juestrictcd

Total Net Assets

June 30.
2003

S 243 11. 773

! 17,657 ,BM

;̂ra
32AW.1W

2*1(57,851

I7362,"l38

$ 8S.59&545

Yew Ended Jm

loot SB.
20W

97,930577

1B.4I3569

S«4*«

J2,425,«2

2,l«,257
797,132

18360̂ 31

S 3UW7.KT

le,W. 2M4

I^V

4.8 %
4.9 %

49 %

12.0 %
^0.1)%

t.I «

6.7 %
22.0 Is
«I,4)'i

5,7 %

(S3 %

net «wfe $4»TTI J44 (5.2% f^ 2004) aa4 $4.6̂ 773 (54% for 2003) rep*m«&
reso*irc«* tfeat are safejee? to extemaJ resfir(cti<ms oa how (hey may be used. The femaim«g balasw* <^
unwstrfctett «e*r <2£Wtt<»r$fH360»23l for 3004 atKi $173*2.13* for 20CX5 may he cued to meet (he Districts'
ougding «(>!i-gatio»s tt> cifixeiis a»d credilws,

At the end of the current flscd y'eaf, tlu? l^sirk'ts are abk to import p»siiiv«- baliaisces in all fotif
net assets, h^h f<K il̂ i Districts m a whwJe, as well as for each separate district wiUi ilie
Forestviifc which ref^rts a $4,236 ̂ ftcit fnr 30(H within ttti^striyied net assess.

itt Net
hinc 30.

2009
June 30,

<WO*

lor services
General revenues

l-V<ij»erty tascs

Couser*'attoM program mvcituo

»|titnl
CJttia

12.147,450

134X54

2S1.SSO
1,206,826

JO.OOO

S 13.135,105

150,106

457,718
396JB10

J.047.0SO

6513M4

8.1%

<M4)',
Ml't

(tfft'r
707't

Total R«fve»wcs



Sonoma County Sanitation tHst rkls

Yem Eudf d .lime 30.2OT4

Cfamgifi is

June 30,
2003

June 30,

«.s and Mip|»lies
dguit legal vut i 97,,*)

$ S.4S2.2J7 (1.7) »
).$ %

14.6 ft
I9337S 7.2 %

66.4 »
(15.7} %

Tottll »|iq>S<!8 laffitjg 5TI

Net assets
3390404

82,208,141 4,1

to assets a< end of year 63

Tte Oislrias' «t assas inoieasrf hy $5389,0)2 daring 3804 MMparwl Jo $3390,40* during 2MJ, tJlis
iocttatc is a retail of tort tevenaes for line Districts cxoeedim Wai expeatet:. Tte Ksttieis'«« assas
int^BMal f«f fiscal >'eat 20(0:-O4, by Sl.^M^^S inwe tlifm UK tutwast* i« BC< a^seis for the |JrKceiiiiig fisc^
year. This m a Rssiil* of increased reveijues generated thrmt^h charges for services, }mipens! taxo.

fees mid ot|%tal

ounty Sanitation District!

Year Ended Jane M. 20OJ

srnw 2MMM

rtil nitmn,-. «i( llur l)i>,lml-i lor Ifajl >«..
J.hU.'St! fistit (lie pa<,«ft«it li*u«l >i,«r n.»uiuti <>( "»H "WJW Hit t«tt tw.«.d UkMj-t,1* tor ^(.ni

71W ol ihc IlijtnUi' total «.»<.nnc. intruiseil h} S«r«)« ( H I V , ) ptopenj tot
» 0 K<V oiils. IfcMnUv' hiul fitvwie, uaaaved h> \ 15^52, t«»«.

ol the iMtfKt^ loul t<?*<?»«4, ifltjcsstHl hj ^84*^^4, *.̂ |siul aranl\ acsx>untt4
^-d hj.

e.irtimj«, declined Inwn ilic pieteilt«|» %eir h> S^2^»C) fn*,»rym.e Jt'
UH ii DtstnU I tit tomhintd tiiLU «1 lht

l«al «. \peiiics lur tht Omni-l!. mtreaw-J h} V>W34^ h» ikl * mi 22l> for fi*ijl jiat 2llfH (M i«np.in.d to
(In. hvt it jiw a«C(« .* Si: VMKK4 lnteti.it tx|Kii«,i im.it K,id W>4' <V»iX»«) 1!K1 <.«i«o,almn
prtigrM« t^iH-Kse*! tktKaseti IS 7r

f (SI2810) 1 si> irortnicnul in*tsl!gttis>n emu alatwl lo tht Vwlh r«wk
IHt* |>l«mi t«»i»li^!tiiti KtiftaHtd SI* lift" Iwtn tht ptctcihti)! \u» I<t|«r«.u!iMt,i«Kirn/jIni«t4)H.'B^H.
3iu.jVd^cd 14 6V (S4184R7) ,i\ a insult «j tht tmnj^ttioa of n«mit<>«s> utf^ttit |Mo|eU*> durtttg tht |»tcidin^

Mrtttitc|;cnLr^ R.fi(,s,i «nl% inllrtlioiun t(Ht inta t^t^



Sonoma Coantv Sanitation District*

Manaj^nKnl'^ Dktiissioa a«tl Analysis

Vcar Ended Jane 30.2004

.<>,T*

£H r:

As fNpvriawiy mea(i«saed, total revenues ealiecied by the Districts for 200LV04 touded $18,420,271 Of dm
amount S 1.3, OS, 105, ur 71,3%, was generated IhrtJugh charges Jfor services. Charges for services jrcprestttt
scwcr sen-ices cbfvgc* to «ovcr openttiom And auiatcmuce costs, whk-h «rc iuiiisMy collected through UK
pertiittting |>r«K:ess.f thgfi siibsetjitt-Htlv tj»'««gtl tlttP tax roils. Connection fees, which accounted for 1 U'* t>|*
the atinmtl revenue, are also collected through the permitting process, l*f»per(y lax reventtes itccoiuited for
0,8** t*f (!w auati^S pevcwtes^ asd OTC colkcterf ilinnijjh the iax mils to satisfy debt service jiK-qiiiraittcttSs
tm-«tttii»^iif ea««ogs rejsifKsettt !.*>% of ri"-vc«ttes siml ««nsiisi t>f camimgs oo pocked caste held with ihc
SltWMsiaa Ctttiitly Trisistimr, as well m interest earnings tm revcwiK,- txttid restive jjcc*«mts hsiltl with trwstees,
Comerv»iioft jtfap'iat'i revftiue which is received by So&oim Viilley vm tin? )H;ri«itiHi* process accounted for
2,2% «tf r«a'cm,Kss, Olher fcveuncs total 3.5% of revenues and includes the receipt df a« insurance
reMiibfirsetttieiii rcceivcil by SmiDinst Vatlty towanis the refjlat^meni of a genemKH' (k^stroyed in a fire. The
9,2*$ of revenue minhmahEc to ink't^nctmiK-nlai rcr'CJiut'S m& citpital grcuits is tcli»cd to hmm-,mitcnt;iI

Agcacy Ora»ls to ihc Fosvstviik8 Cava^y Saniiarion District for tte jidvMccd wastowaici
M. apgrade, mid to ̂ e Russian River County Sanitation District for the 3^ Unit IV««."esses project.

Sonoma County Sanitation District*

Year Eadetl June

ftatysts

trtalmtnt. and dtspowi of tin«tiit itprt-stttl 6S t ' ( <*t Uu, HislnttV ^jcraliait tmi^ Iht «t\t
iH>}Ml .*«*>! f. the rftimiut) dcpRX,i£iUt^it i \jXHNt ott tj|»tdl ti^tiv aud (UnotU/^i;«m *md Kjsast'ali
(2^ 2V) is! toul t\peii«;v Interevi txpeme. itiudrnji 'SS'**?̂ !*. (O1K») icpf£M»ln UK, wiM <>t

mcUmj: ^urrtnt dt,bt stmtx nbitgatuMK ( t>nvtn atitm program t\fK,jHt^ totdling SftK "^1 <O ^r) rqwc'itiitA
tmeftatttnii <tUiMfu<i in Ss»mHS! t V .«lk\ I N*- am t?s«njK 2 ***• of «.%|HIIMP

J» npHM«*s )H*,J|

Capital As>set and (>el>l Ad mints! ral ion

The Disificis" investment in eapMpJ assets as df )is«e 30, 20CM> aatomte to S97JSOO J77 <pet of acenfflittlated
i). This tm'eslincnt in capital assets im-hatks lasd, hiu3ili««s ^ind svslcins, iiiipmveiiienls,

Maps- eaj>ital mm-t rvetils duHug the cuitent lls^al year iiiclmfed (lie RjOowiitg;

col service i^tsde - Sonoma Valley (mifmag) ™ {enerator Fer>iacerae«t at t

5* St / last N»|w -;' East McMinn • Bonoma Valley (oofoing)

• Third «*Bi pftjtrascs {Mraject Rmsu«j River (oa^niif ) to iBt^rase 0»r feK^biltly <Jf the
plaat during wet wcnttier comUtioitt pcf dlnedive trf tfec North CoaU Rcgimta! Water
Cemtrol Board.

.
ater Quality Coimol Boanl c*msferw^ii(«» fium^ete

C'<4te4'tion Syslem - S*)«lli Piaffe (tmgding) -

rc«l by tla; Kmth
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( I

Sonoma County Sanitation Districts

Statement of Net toasts

J~»MM

Assets
Current assets

Cash and casn equivalents
Aowmts receivable (net of allowance

far tmcotitttJMes of SS7J1 1 )
Other receivables

1,727357
12.758

Total current gssets 20,171 ,2(50

N'oocurreM warts
Restricted cash, cash eqiavalenls, and investments:

Cash •> conservation program
G*$it - general obligation bodsl f taxi
(^sh • revenue hortd f*«id
Cash »ith timtee r»lrieied fw debt service
Cg$h ̂ itti trustee restncted to cspta! projects

Total resuicied ̂ sets

Otibe* receivables
Otfe^r as^ts
Cjijstal assets:

Land
BuiMngs and in»t"l'v'««"en's
Machinery and equipment
Oajsimetirst ill progress
1 c» attviuniliiittl ifcpti't latHHi

T'ota! capilal a.«t-is
(net of acciinn il;K«) tfetnci»ti(n)

Trtal noncurrent assets

I.B163S
12I,«»

I,627J<>2
797.133

4,771,744

ia>,SM

i2s*m?,«
KMH737I

97.930^77

JH3,342,«(9

Tt«il as«ls S 12X413.26S

$ to Basic Bnattcî l Statements

I I

Sonoma County Sanitation Districts

Statement of Net Assets (ronlirmai)

Jam 38, 2004

Liabilities
Qmenl liaHWe« ptyaHe frtsn iwrwlrictttl assets

AeeouBis paystbte and accrued expenses

Advances front ofcr related gweraments
Aecrued interest pyaMe

$ 1,749,!®7

STWOO

Total enrrent Itahilih'cs payable
from ttfirestiietetl assets 2,̂ 40,792

Current lia.btiities fjgyable fr c«u restricted assets
General oHigaltim k«ds JMJ itlfe
RCVCIBK honxts r» yiMt
Awrtied intewst paj'aMe

Tola) current liabiliiics payaMe Innu restricted assets

Trtal eunert liabilitwx

Cieneral ohliptitw hnnds payable

Due to other governments
Advances from rther related governments

t,(M>

4AVJ07

1.179.9OT

4,020,699

223»i728
3,200,102
IIBIJSJ

T<*d maKiinent liabilities 28^«W,«<B

Iota! tiahililits

Net assets
Invested in cgpitol assti-,. nci of related debt
Re,»Kted fw eonseirsUion pr(^rani
Restricted f« deM .wise
Restfieted for ai|,»tiU |)ro>ie€ls
Unrestricted

Total net assets

32,42S,f«2

67,855,612

2.15B-257
797,02

S 90,W?,587

.See acc«m<p»n>ing Xotes » Hasic tiiBncial Statemenis
14



Sonoma County Sanitation Districts

Statement of Revenues, Expenses and Changes in Net Assets

Operating revenues
Mat charges
Charges for services
Otter

VeMEmlwl June. W, 2004

S 11.3)1,565
1,124,927

78,613

T«aUf«»ttn|r revenue B,i:?3.MB

Operating expenses
Servk*$ and su|j[)li«s
Bscal «fent fees atisl legal services
Depreciation ami amortization
iinvtr»itfnentai invotî tton

99 "̂

I9.V7S

Total oiseraiinj! e^waises 1 21K52,7f̂ }

OperstiiiS t«coi»e

Nonoperaling revenues («Kpe»M$)
Investment inpaaie
Interest expense
lnfer̂ iwem«ie t̂al
Property taxes
Conservation program revenue
Conservation pre r̂aar exfKnse
ItBtnncT reinihtusnnail
Other

Net twnopenitiug revenite

Nrt income Mare conlrtliutitms

Connection fees

Increase in net msets

Net assets at beginning oi year

Met axwts at end ot year

1.073J2S

457,71 S
150,106

513J044
138350

1 £30347

2,102372

2,04?.0»

90587J87

$ 96376,629

See accf««|Sinying Notes to Basic I'
15

( i

Sonoma County Sanitation Districts

Statement of Cash flows

Cash flows front operating activities
Receipts htm customers
Payments fur into Iliml services used
Payments to suppliers

Year Ended June 30, 20M

S 13,137.154

Net cash provided by opratiflj adivjfes 43 174*8

Cash flows front noncapital financing activities
Taxes
Intergovernmental revenue
Proeeeb from insurance

hrincipal payments • advances

411218
513,044
ays?

Net cash provided by noraeapitai financing activities 1 363347

Cash flows frMti capital and related financing activities
PwH'Ime uf ea$»tal assets
Proceeds from i'ederal /State grants
rVoeeeds from other related ^neronienls
i*ri«dpal paya*e.ftts - other fcwemaieijss
Priiteipal payttMnt^ * bonds
rMncipai paytrtetil^ - advances
Interest paid on capital debt
Advances St<m other go»'«rtBiK!nt*
Advances from other related governoteirts

39U78
TO.dXI

(mifm)
(«,«»)

(1379.S09)
1,418,919

25),T«»

Net tvish used in capilal rdatel linariciils: avli\ ilics 0/jM,942)

Casb Rows dront ijav^ing «cti¥{u*e$
interest received 011 pooled ea«ih aitd {Dv^tmenl^

Net increase in cash and essii e^uivftients

Cash and t sish equivalents at beginning of yeur

Cash ami cash c<)«ivaU'iits at end of year

maw

329,142

22,873,747

S 23WW

Cash Mtd cash equivalent includes the following at June 30,2004:
Ca&h and cash ef|tiivMents
Itettfcltd cash aid psfa (̂ ujyajcni.'; 4,771,744

See 8)(xmttfKirt>ing Notes to Basic Haaiaci
16
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Sonoma County Sanitation Districts

Notes to Bask Financial Statements

Year Ended Jang 30. 2064

Mote A. Dining the Financial Reporting Entity

The fne Sonoma I tninu Smutamm l&Mntls {the "Ilistncis*) inUuding iorevHilk-,
i, Radian Rtver, StwuJina \a!k\ and South P.trk, arc managed In the S««ra«a

Uaici Vgtmj, *\hi<h pimuk^ vngiiKvunji, adniwiMJvttMm OJK rational j»d
<fenite*i Pnor io Det,emht:r $1, I*W4, (he fhftntt* Here managed b> ti»c

t o! 1 ramjMtrUtion ami fuhlu. tt «rk*< I he DnifivK are re<.|x*usjh!t lor tn*««i*a«mg
.fiul opet ttitJg the lota! s.'mit.iiiou uillcctKin v> stcmv parap Rations, aiul tn.jtmi.-m |dut«*( I *ich

Ices

AK ag^eiaesrt for namk-r of" respomilHliiij to the Qiy d" Sama Rosa of collection system
qwratiisa Mid Uifsaiejiaaee, and SMh&eqiimt ife^alksi of South !*afk Sanitation 0bfoki> was

tm feferuaary 27, 19% atwi iaiteatled l^lmiarj 1998 and June 2000 Under this
u, 1) South i^rk will be fesoHed m> kler to Jwty 1, 2006, 2) the City of Saala

acquire the itm;$ed ^pdty of South P&rk* mid 3} Soutl? Park will upgrade tk-
citik'clioii s\ Hicm (o Hicft City of Ssitts R.^a staiubals TM ii^rtfcfnciit rcqutro $oit!b f';irk [«

:c. *f.ip hue, m tt.-piiii 4 t,6H' feet of (IK.- vuilccluni s\ sicm ami upgrade the To&f Road lift
i s™.[h Park to the < Hy of Santn Rma. On July ) ( 19%. the ( ity d'
piJitsihility for the operation and niiUinc m^anlcnmice of the collection

The SoinMia COUBIV Water anti W^tewater finitiociiig .Airthority (tlie "AtHfeoriiy") was
l in December 1995 awi is a Joiftt powers aalhority between the SoDooia C<^UEB>" Waiter

die iwcsivillt* County SmtBotm J)is:(rict (lite "furativillc CSD"). ocated mBfer fc
laws of the Sialc of Oal&vna. The Authority was crcatol fts- the jftirptxsc itf assislaig i« Ac

ain pnhlit programs a«d (aojtsrts of ttie Sonoma County Water Agency ami tfie
e C3D, aed for the p«rpo$«? of aii^Hg m (he iiimiidag ol" puHic «^psi*U impm'ian&its-

"ll«? Autfasity is adiittnisEered by llss SotKHtta Cottnty Board of S«|>crvi stirs, The Atiilioitiy «k*cs
inn ts.-,.iR- scj7;ir;nc iVn.frini^l siaicuivnts. Hit <ijK'r,ii!m)<, of (be Vufhnnu me-

*)) <rf the County of $oti«ma {ftie "CtJitnty"). Somtmsi Vallej ^.milalmn USstriet
is §m'eraed by a three memte btjard, indodittg two Count}- Sdpemtorft. Tht cxe«ase *.tf (Ns
ov«rsigli.l sespodsiyii(>'- causes the l>istfk-ts to be am mtegm) p^ft of Uw C'otmty of Soms îaV

e, tbe Districts' fimaitittl statements have idso been im'lutk'tl ia the

oar agencies whose bstsie
. with (.tec bi&kt ftttmid^ stait;«ie«t;s,

Mote B, Son«narv of Stanifkant Accounting Policies

of
s aj?j>i)eah1e to jjmen«iie«tal tusits. A stittiman1 of significant ac>€ountj«g (.mlicies is

ittcludeii Mow:

Sonoma <'mint* Sanitation l>js(ric(s

Notes to Bmte linnucml Stalgmentot

Year

Note B» Sumnwrv of Significant Accoutittttg Polkk-?; {contii»tt'd>

the u*rttrttifiHiji ttttk tin muot
ol rettniie^ t'«p«f«'sc's .tnd thi
wtK>)e Ihtst fmtimui s i!u t
AOtiltc^ J«r tin, mmt |»art itit clUti ol »
sUittmculs Ik Distiuls tin nut h.ni. ,tn\ .
hdu*.iar> atiiutu^ Iht sMttminl *A ou avs

« of OIL l>ivint H ai \ tar ind

ol «j IK! i^cf^
. ititormdtifm «w (tic

tl ^(ni^t*. oi itit l^^n^,^
u «,tittu his i»x« ivmmi
thii ta i<msnkad J,M>V cntunnt t\)K tir
h ths, tiiunLi il c<«ditti« *^ On ktviiw^

a pr»fvii<t*ir> {takq^i^v} twnd t" «.i«tmt Iw (bur ^isviiii
-ittouu* tur opu-jtions fh.tl .ire (a) ifilivKx-il jiul opentttd ill A m.Jiiiwr %imii it

to pm.ite (ms*sK\s uittrpmtv n In tie the uiuttf ul tht ^rtuminjj t^xlj f*> th^i tht <,«*>?
(cxpeows trtcNdmg defH^ci^imi) of ftrmtdifig fwd* f*r ^rv^v t<» ihc ^ineral peNJK ^ »
continuing h t̂v hi ftfictiuxfl or rcuntrul |mm»ml> Ihmugh u*.ir Uw« ,̂*> t*r ^b) whtn. ilu,

^ dettUdl ih-tf PCTKK!K deft mi m ittcm ol a". ctt»i«. umunl t\JHfiH^ nKinred

ttsih iht

for

g

\t*

Iht f)iMnt1'v imiQLUt suttmtntx ia apstritd it^mu iht tmnttmx uwwt
fw m ind lln, tft t n&tl ba\i\ <f tin mmim\ Ml .mus «K! 1̂1 Iw?*iitin.v ̂

l tltt DisbKl^ ait intluikiJ *»t (lit vtaliinitii c*f iitt a^t.ls Rt^tmiLs ttit itt-oitltd
dnttJ aid txpntst-s »t rtuwdtd whta ahdlntiH tsiiKmttU ttgardk.Vk «| I}IL Unit iij* tit
t^sJi flnw> W»|ieft\ t4\t*» art uu>grti/xU as aunta** tn sht \t ir lor which ihcv art
<tfdnSs ami 'smnhtr IU«H *IR mopti/td ^ n^mm as V>*JM as

t has t kited muki (1 \SB SbMamni So 20, ^ * mwm\ <mJ fH
tt&n I JWK/V ti«rf {JfAcr < ?<»n cjF'wt/*^/ LnltStts /Acrf t *f i rf*ptn,ttff"i, I ?tiuj

of the 1 iftttiun.aS \oto«n{jtt» SLuuiaids B^ird t>r .i«\ \«x»unfmg Rcvtarc
issued «» <» btfwi Nouiabtr 20 198*) «ak<^ tks^s. pi<moum,tim.ats toafliU with <

Ct SSB pn^mwfcjemtnt Iht, < » \Mi |xo<x!̂  illj ujxlastv it*. ^xlifH^tion <>t fi
ovtrtmitii^J Vctoutitm^ aid hiiautiai Hi.|HJitHi|;

total 1i,jrf>ttit(*.s) ane ••tjsrt.^ati.d tttfo
, 2) r^an»,tei and ^> urneMn

lor
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Sonoma County Sanitation Picric**

Notes to Baf>k 1-tnnHciiil Slaieuicn^

« 30, 2WM

N0i« C. Cash and Inv

Ttfte Distm^s |JorH«<i <?Mh aa*! iavesfencflrts arc invested lains-nanl tt> i»ve$t
csta&ttshed by the County Treasurer ami apppmved by the Boafti of Supervisors. Ttie objectives
of fee pdky &re, in order of priority: mfcr? of capital, Ikpmiiiy asd maximum me <tf tctunt The
j>{>!icy addresses the smtmtetess <rf fmaneta! mstitiniom m which !l:»e O:m«iy wsll de)K»stt firnds,
type* df iavestnieftt msmi«K^fe as pcmwttecl **>' tiie C'a8iffflnb Cjov^rfljami tk>d&. ai»d the
perKKHlafc gf the |Kjrtfolio that may be isves<e4 i«

0,S. Treasury an
I!<»KJs issued %
Rcgisto^ti Sme WMTURMS afitl Mum^tpol N««a

'

M«dtufli -

Repurchase agreemems
Reverse i^purcliim^ agrcs.*m£«i$

cs of a muiuid fuiid a*crttgc life

y ol tte CowMy in^stmmi P^ky is available upem requesi fmm ifec I'reMtwer
! Drive. Room I003P. Sanfen Hosa, OatUwnin, %M

Al June 30, 20D4, assli sad ievisstmeats iadtwfed (lie foUowiiig;

AltKH^ti V«toe

Cash and invcsfetttius in Soiwrtja Couaty
ttaaasfs Jtoolcd iro'cslMwit funtl

Cash and iBveameBis vA Umax 2.434324

in County Tfoeatavt** /VwJerf C«,̂

As ol Jwtte 30,2COI. the wetghi^l avefige- matwity
y«ar> Sts'fj'-cune pcrcenit have maRiriaes of ?em to one y-ear, thirty-five pcrcenl have maturities of
one M> three jean, and ftw peteent few* mattmti^ «S' ifetw 10 five yens.

Srmoma County S)tntt;aio» Districts

Y»ar ), 2IHH

Note C. Cash ao<l t«v«,sttm'nts (cotiUiuj

A ptwti*m <*f 1)112 seoinUcs iti ftie Treasury Pttol have varialjlc ratcsre-st rai^s lhaE ai« lie<l (o sei*ai«
bdfoe* «uch as ODOR (fl^liug rale »ecuriti«»), M«>at!«g rate s«x«tities Witt ii*Jl«e«ee *e
perfiwrnJiiBce o( she portfolio b^sctl *«s Jhe inareaseftlecrease tKs:iaTiflg in interest safes over ttiK
slKal tem.

rates <;«ii!l<l «aiHe fair value to dedine
believes Uit lk|iiiid]tly i« ihc portfbito is MMSPC tbsn
and to |»~ec!iKle ihe Cxttuity IV<»si ftavmg in sell

Fair value £te«Mm with
bdltitv original cost Cmtniy

to rfietH casl\ llt
original cmt lor

Cmfa with Ilstal agents is t;f.»l!i((«taH.i«;t1 by s.et«iiik*s twld b\ the fimiud^i instiltiikms
fiscal ttfettt, S«efe sec-uriiies are rypksaily bdd »» a po«J for iht- |*aip<3se <^ pnmdbi
awd ^re iitrt held m ihe umiie <rf die iittttvidual districts, !'*»)% are avaikH« f<»r Ibcif
purpose cm short notice and are treated m a cash etjiiivdent.

Capilal As t̂»

<'jpir.nl *iiM.t acini t^ l«r tlu }«.tr tnde*( Jlttne 30, 2004 was ;ts follows:

.</!*? -W ^ Z5I5

liy tSU, W 7JS2I (66«

r,ijKtE.tt *i

Bt«jdittg*

Vl*hi«rr\ .ind
7.789JTJW



Sonoma Count* Sanitation Districts

Notts to B«sk Flnnncinl Statemcats

Yur Eitdtd Janf 38,20M

Note [). Capital Assets (contiiitieti)

Capital asset activity for the year eaded June X. 2004 »•«$ as follows:

Beginning
Balance
Wy I.
2MB AAJStiins

and
Adiuslraato

Biding

Junc.W.
MM

lsfe*! <le|siecsaskj« foe
Baiildit^s and

ierj' aud
(3JH9.048)

(161.441) 09.472) 11S>,913)

Total

7.1».276 Jt4.MI.M2

Sjg.9»,277

I)f|)reci;«ion cxpaist amounted w S3,24X,520 for the year.

The tsxal tolej^st expense ineurr««i l>j' I!K .Saailaliaa Districts dtmng the csrreat fiscal year *ms
$139(',WS. CW (his amount. S491.B7 »» tadiidrf as part of the cost of sapkal assets nnfa
coasfttajtiwi ia *x«a«£«tit>M wilfe wastcwatta- toeatmeat facilMet

Duo to Other Government*

The IMltsI States fJepEfftmcfit of Agtki*ltim: a»(i the Stiite Water
have advaiicsd fmwls lo certain Sanitation I^istricis. i«te*csl rstto raiijte frtmj 2,7% tw 5X .̂

Animal debt senice reqiiiremaits to maturity for amount dus to other governments are as

ftuiritalVtar tading June 3Q..

2005
2006
2007
2068
2009
2010-2014
20JS-20I9
2020-2024
2025 - 2029
20)0-2034
20^5 •" 2(339
2(.feli) -~ 2(^2

62,*»»
65.212
67,6o8
70,1*2

.W.1.7IO
27U.*M
2W,4(XI

S 150325

I4WWI2
144,411
141,91'J
MtCWi

4^13(»)
6403(X)
472.nt>l

448.9.%
J4UW2
2(11 .».*

I I

County Sanitation J&istHcts

Notes to BasJ« I iiimu-iiil Statements

War ung 30. 2tHM

Note E* Due lo Other Government* (continued)

or IW4 «H Sommia \alk> rwen «d .1 to m <>l S*?ftO ***2 Iwm the S&a \\<rttr
C oatrol Board lor «MI tnilMf rthaNhUtKM* pt^jttt \^ of lime "$0. 2CKH tbt

ouHtamlmg balance ts V4fa"*6H4 (!», iuun IN a Suu ko^hmg I O«MI with tutK-iii pa\imnt^ «l
$49,710, pa>ahk aiittUttH^ i« J«l> fht t\|«,i.ted turn tt 20 \t**r\ al an uiaMul mtenst (aft trf
2 ""« with the lavipajmcnt M.hcd»ktl tt« Jwi\ 2W4

I>unng fiM,<U \tar 2(1* M S*2 I >m.sivi!k netmid a toan I nan iht I mlcJ Hutu.:* l
\grttalnm 10 help l«mf <m upp.idc <>( tt't waM&vt tttj (n^mHJJt pLait ihts

iK*.cv*arv u* tomph with lilt Ntwtli ( O.IM Rtgitau! W atet Qtwhn < wttrol BtsdrdS Basin Flail
for the Rmwun Kf>cr \\ oi lunt ?n 3fXU Imt^JuIlt, *ud rtttiud $2H^JtK> f««ii iht.

iMcmol \gnudmix ami h<?s « jw\dhk in ilit ^iiHnmf <tl S2 "*9^ <H*(S !!«, |o,m

o» anaiul miirHM i.ai
Icbniaf> 2*>42 Ikmti.
SaniiiiiUftt iMtncMvil

4'74»v dJiU S(fV with UK? last pa}«iuit M-iit^uIul t»r
umLd in Sou. \ ci(s,'.«%t Iul> t 2<MH U!t loa^ilk

Iht hm.Htvilfc \\mtr l^tm* ftiil fAt operand a VMWH

Note F, Advances to (from) other related governments

Activity betwtes fefetied govctatttcmfs th*i( aa* mppes-^fliatii^ of
outstaiKtin* at the end s.rf' Ute fistat year six1 relerrctl '« a* tifto

^fect related govem«ie«tsff (ic. ., ttte aoa-essrcat jpmtioti of kMeiNad loans).

At IHJM; 30, 2(HM, iiu^rfiukt b^aiKXS between I!K I^sirkls,
and tfee OMKkty «F

Couuiy Wafer Agent- v s

Mee^vaMel PayaMc Mstria Amount

Soaonia Cot»«ty VV'aier Af e»cy

Coimly of Soooma
GcaeraS Fund

Cotmty oC Sfsjoma
GaKMl Fund

I-oreslvilk

Stwlh l"»k

S (»>7,1«»>

(lOQjQOU)

S (973.100)

Receivable fund
N'oocnrran

^strtcl \mramt

Sonoma Cxitiatj' Water Agency
tieneral Ftiwl

County <rf' So«o«ja
General I mid

^"oiinty ftf SoiitHtiii)
Ga»al Fumii

Occkh»Ml
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Sonoma County Sanitation Districts

Noire lo Basic I'mnncfal Staltroeim

Tlic government* issues general *>fo>i$!rti«n beads Jo provide- fiaKls for (lie .
eoRsriitettoJi <rf' majflt capital facilities, The (Jrigiual fsntemat of patc:iial lahligaJion I
in ^rw yean ww i5^32(OCKi. No sew ge»esM oi4igatioA irai^s were issued «t«dag fee current
fiscal year.

I cicdi! ill' fhi-

...AMCTMt

tk-nernl d.jli|*;.(!ion iM.mds ate tireci obligations am) pledge ihe tuM (Mill ;
i*, Oeiieral obHga!t«.i NMH«% awwBiiy oststamteag we m ftsllmvs:

laieresi Kisies .District

Otddoital
Rmsk«t Eivej-
SanoMa Vatiey

4,75%
S,«)%
5.00%

$ 5,000
1,«<«,«»

c 30,

S
2009
2010 - 2014
2015 - 2019

Total

S 1,000
%jOOO

112,000

793X100

S 1*4000

$ 8S
80,19,1

282!l73
tO),S7S

S 7M.745

The govemmcsit also issues honds wlscre the government pledges income derived from
charge for wvte to jny ik'hl service. The «v»in;il aimnm! of revalue lsnnd> toned in prior
jf«ws to f juwio! consttKtkw projects to toBi e«\jwiMl wisling wastwstw treatmeiai CaeiHUes
Mid ctmslnitl adsiilioiial facilxtts n as $2<>,')75,ll»> No m;« rcvtiiut: lunids « trt issued tlunit"
(be onretit iiseal yemr.

l'iir;iii»t- latertiti Rates Airmail!

Waslewaler treattiient
Russi^i River

Vatiev
S.tWi
*.<» • J.
4,(» - 5,00%

S 1.29S.MM
»,76S,i»0
333S.W

Sonoma County SantlaHon Districts

Notes to Basic FtaticM StaK-nu-nts

V«ar i:nil«l June .Mt. 2IKH

Nttto G. tong-Term OMtptkwi (continued)

service ret|«keftte»t« (.<.> jnatartfy are as

tfisg Iu«« 3

2005
2006
2007
2008
2009
2010 ,
2015.
2020.
202S.

Tolal

. 2014
-2019
-2024
- 2027

S T3S.«»
750,000
785XM»
830XWO
865X100

4,M>,«»
6.2S5.000
7.S00.000

695,000

$ 23395.000

$ 1.117,575
l/RKiXU
1 .05.1.2.W
1,017.1'*

<mt.ww
4,2.?2,"»<l
2.S4 1.47ft
1.I.U.OW

*o.*ts

S H342.22X

ohtigittion activity f(*r the year etided luiie .̂ 0, 20eH was n* f«H«ws:

Bepmtirtg
Balaiw

Dae
Balance Within

..jf.mt.30, mn Qae Year

Genen
tends $ \jmttjaOO % $ (95,000) $ IMSjWO $ 1,000

Revraoe borufc 24, 100.000 <705,!K«) M395.MOO 735XWO

O40.272) NVA

Total reveatre
_jri**«. M^naz?

Tout hoads payaMji S 25,692,127 S

(687,M)) ».054,72j_ _ 7JSXjOO _

$ (782399) S 24.909.728 S 736,OM

30



Sonoma Count; Sanitation Districts

NolBj to Bask Financial StaU-ment»

Year Ended Jane 36, 2994

Note H, Awired Interest Payable

Interest payaMe COHMSI* of interest a««ed on the following ohliptlioijs:

Payable from current asset*:
United SlMes Department oMjsriciiUiire

Payable ttom restncled assets:
State Water Resonrws Control Board

S 57,213

1 2,62?
431.2jj(L

Total accrued tarerest payable $501,120

Segment Information

Several of tile Districts iMiied revenue bonds to finaftce treatment plant U|>^^^ snd
c«sinicti«i. Investors in tlw rcnattie IxMids rely solely fm the revenue generated by the
individual districts for t^iiaymenr Sutnm£u^' ImatiiciaJ ittform^tion f<w the ittdtvidud di«tra-ts b

RtM^i^u Sonoma South
R»«stvilk> Ocditental River Vallev I'm*

Assets
Curreiif assets

Italnclcd cash
Other receivables
Olhcr asset-,
I'aintal assi-ls (net <ii

S 434 S HM S 1,237 $B.«M S SJ99

3 523 3379 866
121

25 - - 280 114

8,030 873 27.OS S6.2D6

Total assets $8,489

Cwrent liabilities

One to odwr funds $
Due so other |ttverranmrs 23
IMe to otliet elated

|ov«»«»iems >W?
Other gtafreat IjitMb'tigs 4<>4

S 5 S

66 -
604 _ 702

Total c

670 739

5,186

S2!).5I6 572.M6 SHJ65

100

1.16

Sonoma County Sanitation Districts

ISote to Busk riiiiincial SMtraienU

Year Ended June 30, 2WM

Note I. Segment Information (fxtutimied)

teestville OeciiJeu&al River

Liabilities {continued}

Current liabilities payable
from rorfneied assets 1 71

Total current liabilities l.2"4 7 741

Due to other
jimcramenf, 2,770

relate*! pn emnwiuv 5M 250 218
Other uoneurrent

ItabilttHA - 4 2.935

luMiuo 3333 2*4 3.1S3

loWttixbltine-, 4,627 261 3,884

Invested in ta|Hlal assets,
wlnft«l»!cdd«*t 3J866 618 24361

Regtriaed for;

Capital pri>jects
Unrcstrkted (deficit) ^4) 'M 737

Total Bel awets S 3,862 S 721 $25,621

Opera tine revenues
Hatcfcuga S 264 S 219 S 2.421
Charges for jervieej 200 14 26
ttba - - 7

Afflmmts in s

Volltv

1,723

431

18,000

18.431

20.154

62
12,196

$52,712

$6.574
830

15

South

124

360

3JB5

3JE35

3,4«*

131
7.M

5333

S 8.U70

S2.45*
,11

464 233 7.4W
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Sonoma County Sanitation Districts

Note to Bask Financial Statements

Yi-arEii.lfdjBMJa.MB4

Mutt; K. Related Party Transactions (continued)

t-oresmlJe Sanitation Id strut is the managing entity for a special :i««Mn«H distncl, Mirabel
Heights, lhal is expected to he antieied mm Ion-Millie m the irevl year (See Note N") The
ivveintes (it*m Mir.tbei Heists are transferred to Km-Miilie to ofiset pa>tBi*nt ol tfeit special
asscviinent tlistnvt's propiMdonateskire ol operations and mamtermnct expenses Ihu aintwaM
<>t te»enue IMUslerml dunnf! the jcar ended Jane Jil. 2IKH rtitiMinted to SI 10Ji2

ll»e {allowing wlnedute fcwils apptoximate ainouoM paid to Souoraa ("ounty Water Agency
for admiitjstnttive ifiipport during the year ended lunc 30.3004:

District

Rwssiaa River
Sonoma Vaiky

3W.7S4
1.XM.762
3,173,951

M.24S

A mimmary of addiliun^ related party transactions is m follows:

tecfi(H from _ 1'aynniil to _ AIIKHHII

SotKana (Bounty
Water Ageacy
(ieneral Hind

Sonoma
Waler Agency
Gcnemt t^md

I-oreslviRe

Occident^

S 275JOOU

K'MKODO

stocj to meet

Ptoviife Tmidtng to allow
Niiiiimiiou £)i$mct t« tnwt
operating excises

I'be £tlH>vr
districi.

inciitded the

I I

Sonoma Count) Sanitation Districfs

Notes to Busk Financial SlateBMaHs

Vear BnJed Jane 3»,m*

Now I.. Commitment* md CoBtlngcncies

The gcnernrncnt ha«i jelnt eonsiroition Dnqctn as of imjc W, 2(HU The project UK In A
exrraimtjn aiid%>r tiiipr%ncmciu<» <*j several wdsteHattr trcittmtifrt L'u.ihUev At >ear efid, the
S«j«tati»»a District's ttmiiiMiaicnts to t<in>trfiet«in pfo^ K ati it^ l^kms

P»je*t Spei«4o-d»l« CniaaiitoreM

Forestville u}igrfide

South Park ininroveineiits

Total

S 6,223,170

3.7OT.267
7.1SO,OB$

S 18,2643«)

$ 4.72K

I;BJ,185
2379,816

24.KB

$ 3,«24S7

for wasttwatcr i«r^i(iie«t I'̂ eslUies are '(xjing finacced fey tt?ve«ae
wastewater neveattes and hjf IMS assets,

>ti l>tstnvi H t\quiH*l to p»n
\isrth t oast R^sr(«a<i! \\altr Qiwlm < onfrsjf Htwini f%< R\\Qt B) p4)ttwmls

tn *>rdcf (o vova admimsirauvt, tovlstH UK, M IUKK !J ft>r ^v p«qx)M. of
m *mvmgauoat t.kanup. otniinth. mtd jwitentialh j-cspoastblc psrt>

HI th
to NX imQCR wav matte in

t.ntjJ < ownij ^,a-ni<un:>n I>istfs«,t Hoard of Oireaotx tsj>fn
.u«tUjr ci>Jk%tjoii, Itvaltuent .mil ih<.p,iMil ffn>jc<Lt iu vas

*JHtj SiUHlalioa i)i\mu uikrtd nstn a MwtitK.S «iOi
ainotml ot N^^iKX) ti t^ loo carh to prcditl the to) il k\e! of tost to* ikt,idt«tal i mmn
S iiitt Hnm 1>rsintt to {MtlKtpaU* in tht coiiMnitlum of tht^ pr<y<,«J

(>n Ju»t 2* ,̂ 3^*04 tht* (lttiJ«ailaJ < «simi> s«initilittii liwriti eiticK^ uife> .*B dgrcenicni with a
ttmstihing ^fmifwti) (nr enpncwnng *«id tlcsian venitf% t*M CXuikntal C i«ini> Samtatitm
{^strict <«it( < ttnp Meeker \\^tc«aWfr RttUjn ttt^u IJm|txt l*h^st j ot the. pfOftxs ^ tit the
aitiouiil oj NAV^ >ik? amluill lvirin in ilu 2(NUO^ hu^ >tai

H 2CK*4 (lie Btwx! t*t i^ir&ctms «f tht S<m«i»4i ( omiU \\4kr \j2Ui
it* (or^ue an hUfwitr lo ttw I tmMiille ( mints Vuiftatioji Divtn** m iiu *tmmmt of
totJt)»|'t*nt o|xm tlu. vsk of (no |>.»tt.h ol sui^u^ ptnftd*, thi" rfmsittttj <t( iht

e f« **t i«r|«%t« j*. Imviti »R tJit tti»rfn»nj. himls avail^Nt lft»m the site f^ the two
parcih less repajinenf oi a Wr iOCtnoic pa\*thle owtd to iht Smtoma Couoty \\aicr

aUs. rlh, two p<in<Iv *.«mbiHt.<l, art
the i^rndted at!K»M«t <*f the .idvance

to be (Mid m cash is SIT? OiK* and tbt rfnunmt lo K forgnen is S4^^ ItKt \» d Vugusl ^1.
2ll?)4, these pMtih Nad IK^ been \uW



Sonoma County Sanitation DistHcts

Nfftes to Baste Financial Statements

MM* t»

I he S*iiM(atJi<w» Misimtt art tmvftxi hv $K fou»t\\ *nrll itisomm.e jm>j;raj«, ft Inch
jMtOumtd fur m the <o»ni)'<> K<4, NfcuMgcttkent totemal Vn&.e fund the S
fJtslnUs .tre uttered umlcr this program lor ginerat hithtltl>f *«iio irahihu, public t
pert t«tn«iiK(? di'^fewie^l; <tmi property t

(lit < *HiiiH m,mit,ims ,* *
Itabitii) ! xtx^s batalm

per ouunrau lor general and
is m«mkmit4 through panaaj&tititwi w 1̂

*f C mnMuA, f \t-cs*. Invur<atix \urtiorm *"£ S V< I H") ! *m«s of
Xiktaoaul tmerag*. uilh Ijaut-* o* ^(SfUHKKS cxcevs c4 tlw

SHHJOOJilliU n mamlitimt) ihnmgh a jtwm*|i«nl!iiist c\ctvs Nalwii!) ttntTitgi'
b\ ! t\tH«HM hi>itf«mn; mini immured throaalt 1 S V I i V tor 4 tt&*il limit jH,*f

$2Uon()UOOU per otxummt, uKJudmg Hood and S^OW-WO per occurrence has t
SJedUviiHIes lor mmt |KTils are S^OCXX! per ijcnarentc, Rittt (Itxid jtf S3(M)fMS3 per CimRtj pur

> ' < of WMnil iflawed \rihiev jwr eiut |wr «Kct«Teme+ ̂ 1̂ 1 KJ a
i |*tt (KuititJttt !<*f Imu's mdhrn tla. tkduitiiMi, UK < onaKj BktttH<im\ *i

iA»it\tt.v*nf S500(*

l«^t\c' fet's, u> the <. tMtnt> Im tins
^ge ttw ^Hi) t>i &t JKESI (h«,e ii*,t^t

fhf San*t.^(*M> f pa\ ti

The EttsstaR River SMSJtat.km EHstnici is 3 *MaKla«s in a CMC entitled Btsrch v, Mu^ti^m Rivet
Cmmty Satsitatiraii Dislricf, line- case «ro«e fe«n dai«is by Mr, ftnd Mrs, Bart* ita She
e&seiueiH agr^etnetii «g««4 in 1979 was hre-adse*! «sid that the eas«ineHi wns t»^et^fl^ei*ed fey
the Em-sjas Riv*r Sitmtatiim Dnbiei. The {torches hftve tteait^d SijouojOCXi to st'ltle the
'*a*sit. Ilie Russian Rive* SmiitaJitwi Dsstricl rcttrulj *)JiSai)ml a tkfotm' verdict *:st a su«mu:n>
jisdginest- The Burches kive litt'd mi app^i whiclt is current) y landing,

la 1999, ScftMb P^k Coaaty Sanilali*m l>tslrict S»K! ttic CoutHy erf Sdttoma entered ifiio a plan
action with tti* Califcwnia Regional Water Quality <It)«m>l Board to tnv«*iij^» a

afcer pluuic «rf volatile organic toa»|KM*»Us, Ttw invcstigatitja was
' 2002, However, tte Disuict a«*d S^stH»a County may bcw

i!. It is two early to pretties tlie Mitmmt of such costs..

IR Marefe, 2?NB, two e
Oeddeatat C'omnty Satstratimi District (̂ £:K^0*} ami the Water A

i qf eapti^ improvements for &e OCSD facility. The emhwied o*st d1 the
iiK-|i ot>fi-st-sb d* con^ruchii}; iuj ti(Hiyit'd lai:i!it> atij cullcvtwti-; s;\^ltui to

*rc-al Rcwa|(e him CJeddeaiM mut the ae4aty town of Camp M eeker is S ! 2JdOO;OPO ̂ *t it i* too
level of cost ftff CX%D l» i^rti^^e JM cmtstntcfem <rf ttris ^Rjject,

r, pa>mejit to ifee Reffoaat Board for a fine of $50,000 for pwriout violaiiotti will be
êd if facility im|s«veiHcais aak noi cota^eidl by OC^SD ia cte not s^er&l yean,
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Sonoma CtwBty Sanitation IH*<ric*s

Notes .to gasic Fiaaadai Statements

Note I,, Commit men tt and Cohtiflgcticlt* icontiii!i«l)

tik a ctti/eB's vuii action rtg.nmt Jfet %^ttr V^ntj and (ht l
( oimK SMHMUKWI District, lor %i«t«Mioit ot C lr<m \\4fcr Ut
ti\cej« l«rthi ti«vaidte( warn NdnMtioa I^MIHI. amltk,
month foUsajj (t^rftitKnt ttsth H^ti ^ait,h l« ^fi^t tin (Vtrli
•iliegul *K^ati<tflN ^atd txpltsx .ntJtwev fur HUfkitttnts S

iJli iutuiv pnxcedtng)* bastd <si tlu.- tUttm d
Kiur \\-siUi *ir in cnnna.tio» with a ^Itkmtn! c* *m\ H«.h<.lni»s*

Kf tbe nmiomtt f! Uiese LOM\ m tin Mitu^

tune to rt^itw the
iM^ m^> K iai.itm,*d in
«l ihc Otan \\atcr Ul

xitarK to

\
fhc S^ilh

« d<> likd
fi C mints, SatHtUw
m tht *itt«it\ ot

2CNM * t (ht < itv oi Santa Rosa Jtu. t <iaj
t s*3k^tng ^t^ti Imrs «tt«td and

*^ S<«K««a i

IJ.E* run \ci hctn urnipkli-tl bin it Smith F.jrk ( onat\ Sani!iti<m
ht'W ttsptmsiMe lor the eimUttmutum it ma\ he hilil rt-spiSisjH

M lf«^ MtHf tt is K«) l^h to *'.Et«KKt SoMth l*f«i < OMtM) >tl(»5ttUO

Note M. Future Governmental Accountinfi Staitdanls

The CH«'em«tcniai Accouatuig SuuKbicd Bawd ("GASH") ufMed StetcnwiiA No. 4(1,
w &/<.*&$& .S?«ft.'j!»A'W Mb, J iii M
*d iuvoftfiiem risk rdfttsd to

credit risk, intercut jrate risk aitd foreign cwrrettey risk, OASB No, 40 is
statements for yean begimjiH^ sitcr Ju«e 15, 2004, The ISst«*^ will
au ol" the efiwi of this stsuidard o» ifac t'io^mciai steu-pieftte MK! will

o. 40 f«?r t!j« yer etsttcd June 30, 2(M>5.

e!'fee(iv« fw

"Hie CiaveriHKeiital Acco«ating Slai^s^d Board ("OASB") lias also released (lie fallowing B

. 42, Ace&wiittg &#<$ Fm&wri&i Repprfing for fofigmirrng
fm<nmti£# fltee&v&rws issued m Hovember1 2003, This Statement estalslbh^s accownti

years bcfiiiaiiig after De««uiber I5t 2004,



Sonoma County Sanitation Districts

Notes to Basic Financial Statements

Year Ended Jam M,aiMM

Mot* M, Future Gown-amenta! Accounting Standards (continued)

(continued)

Suppltnwntitry Information

Statement No. 43, /;»wwo#/ Rt°i*>tim% for ["vxtvmpfoym'ttl Bettejit 1OFI1B) rfans Otter titan
t't'tisiart /*/im»f issued in April 2(KM. This Statement establishes uniform financial repotting
standard* for 0PEB plam focusing on reporting current Hnfrnd^ infonmMiun ahotit plan nd
iissctx held in trust f« OPt-n acid rinancial activities related to the admirastrali.m of the tri»l
OASD So -K is effective for financial statemoits for years beginning after December 15,
2006.

eBi K« 43, Aa
f Whet tkvu Tonf

and ttnanr
uat in Jutie 2fKM Ilus S

/fir

related liabthti^ <a^ct\>, note <JiM?lcmircs mil, il ^t^hcj^k*, required
iHtoniijtmit I RSI) in die financial reports ut <We Mid loud smcmmcnlal
No 4S ts ̂ fletln« lot ImaitciAl Matemeut\ hw >tf^rs h^gtitntng «ilter

ior ttie

(i-XSH

Ihe tmrHiet im the hnmictal MatemenK uf the Distncfv t)f thc^c proiKHinu.'mcnls nhlch tw\\:
hern Killed, but not u't adopu-d. is tinkmwn at this lime

Now N. Siih<i«|ii(!nt Event

iivc jiily 1 1 20^4, ounty SfKtitiiiitKi restrict w&s cc(8^tni/%d. Tnc t'xiMmg
l>i!ftrici w^ii <ib;»oheU amf the sucee^M^r in interest is the combination of the Porestvitlc
Count} Saniliilioii Obliict, « il was, and the Mirabel Heights Zone of Benefit of Count)
Service Area No 41 Both the 1 oiestvillt Cnunty Siuiitalion DiNijicl and tlic Miiahel I
/one of Hew in will be o|x-rat«l h; the I ortsn ilk- Water District

I > I I



Sonoma County Sanllalton Districts

Statement of Net Aatte, fay OistHcl

Assets
CarctSi! assrts

tm wwtkMWo 8f SMI H
Mer ree^vsbtea

D«« fwtn o^ef feistfe

S K».?10 S ,«21411

raw

S IM1.I4S

tlfllS!

ToSaf canons assess 1337330 U.OD1429 5 (4.S8) SS.OUSO

Casts ~ $c
Cash - fSVfiEfe btsisd f«B*i
Oisfe »î s

4.&W ! B.i5i

130JW
T3J3*

1.637,192
TWJ.ISJ

4,«» Ji;,ffli J3WJS1* »5.S4S
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Sonoma County Sanitalien Dislrfcls

uf Net Asgets.by District (cooliitiKds

JIB.48I
W.M737I

JKJ9SSIT },I8*J»

S «.4!R«6i $ «J,l»t S »,?IS,887 $ 72,S1>.S.»S» S S i+MJ)



Sonoma County Sanitation Districts

Statement of Met Assets, by District Itoiiliinicil)

5,'» *7B,r?3

Otnfeat taaislssies {t3y«b!« froaa
Ctmzmt fMi$&im i*>l«fs psyafek

71,1*8 9W,7»I

CtBMil OI*SJIUMI holds

CNi£K><*

Adyaaces Snag other tciated govcmaigais !»,«» 2IS.I5J

i JM.W*

3.aoa,Mj

4.62WAJ 2««.%«>

Sonoma County Sanitation Districts

Statemtnt of Net A.xxt$, by Pislrtet icoiilimntl)

Rttsman Soloma South
(.VciOcnal Rivn Viiltev Parit Hintii»>k» Tool

lavmed jti r«|»fcil as«eu. aet

He^ictotf for dcttt ^pn tc«
Reslriciixi tor capita! pra{M1$
UargjiUictgd (deficit}

4*59 SZ2.620
61,182 7X1350

lll«5,7J4 5333.IKI

ajw s mow $ ZSA2I.ZW s 52.i«3e s



Sonoma Cotmtt Sanitation DMricta

Statement <tf Revenues, Expenses and Changes in Nf» Assets, by District

V(iarl?K<tedJutic30.M0<

Fwk

M,*«S 2.42I.4M
!4.®J »,««

J,4«.?73 $

14.W-W? IJM.mS

Hsca] ageM fee* and kfat servk
55JJS5
ts.rs

35437J
li:240

*4W.S01
11,186

2JM.W4 14SA51
I9JJ7J

(J^3,S?
3.585 J81

1SJJ7S

(2SIJ.7W!

ijre

2?3.«»

S>,4t5
(i35.«)

JLJ.Sli
(MtJII)

I».C»»
ZT9

457,718

396X10

S1JW4

1.030,2*?
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Slalemeni af Rewnues, Expenssfs anil Changes in Net Assets, by District Icannnuciti

Vear Ended June 30. »)04
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Sonoma County Sanitation DMrkte

Statement of Cash Ftom, l>> Pivtricl

Yeijr Ended |n« 3», 2M4

po«*1««tS4 OnKkflWi R(W EUmtMXH Tote!

** fr»tu Gfteratlgig actittt i«s
fasmcastoiaers

fyf mwftiml *-r*k«**m;<5
S 4n*<m S

,4277181
|1»7JR|

S 2,«5.2% $ 7.412.755 $

Kgt casfe ;«^ tdgd M- <«?ig4 ta) ̂ f^2 *K9S iilMLv %$9%yt 2,91 Ĵ8« 8?)2-i^7

<!89.Wt!) - (i

SJ0S WJOS)

itaangiitg j

Sonoma County Sanitation Dislrkts

Statement of Cash Plows, by Phtrict jconliiuicdi

Y*^ Ended June .W, 2004

CM) n«» » from ««i>U»l ma retalrf Onan{t«ll M«t«k»

AdVaBces f«i«i «a!*er g*«<
Advaoccs ft»m tAfecr t^kted gwvi

f I.TSUI)
227.! 29

<JX,7S«i)

(I21.136)

251,700

(UKT&t

70.WX)
CKMOT)

< I ,$79.309)
(4ISSW

2*1 .TOO
!«8!,I43

Net c <W3«! M.75Z) (i,«jj»5) 0.158382?

Cad> flmm ftwo (n^rsUjii! »rtt.«its

127,077 U11.M8

eJM2 S 108,169 S !,«».«? $

4?



Sonoma Coimly Sianitalkiii Distrkls

Statement of Cash Ftows, by Pi«.trkl ^continued)

Year Ended Jane .W, 2IMH

iljmasssM«ft* Tytsl

K« »1K ilialioa of «[i,-r»liils income (li>«)
tri net t

fsserf) bj' opf rating atftiyj

:jdti«i!t a^ %@Hmj«,ittk̂  e:

sa assets agi! NNisses:

<»>,7«>) *

»5,927 2»,«K

W5XWI S at.il*

J.t22,<M4 14.1S«1

«,<»M} (14,»W>

[feiOi

3S> svperatasig aetivjtisf* $ 4.JI7JM

S SH.J.W S S 0S5,»K»( S

e » to val«e of fevcsroem is
S tl,l>255 $ (t,4!S) $
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Management's Discussion and Analysis

Sonoma County Water Agency

Management's Pfaeasiioa and Acaly vis

Vear Kmlcd Jam: 30.2804

As management of the Sonoma County Water Agency (the "Water Agency"), we offer traders of ihe Water
Agency's financial statements this narrative overview and analysis of the financial activities of the Water
Agency for Ihe fiscal year ended June 30,2004. We encourage readers to consider the information presented
here ia conjunction with the Water Agency's financial statements (pages 15 - 28) and the accompanying
notes to the rntanciai statements (pages 29 - 58).

Financial Highlights

« The assets of the Wafer Agency exceeded its liabilities at the close of the most recent fiscal year by
$321,013,66? (net assets). Of this amount, S32,7-ISt,4411 (unrestricted net assets) may be used to meet
the government's ongoing obligations to citizens and creditors,

» The government's total net assets decreased by $1,944,550 during the current fiscal year. The
governmental activities accounted for $1,743,765 of this decrease while the balance of $200,785 was
related w busmeas type activities.

* As of Ite close of the current fiscal year, the Water Agency's governmental funds repotted combined
ending fund balances of $103,676,991, a decrease of $1,943,565 in comparison with the prior year.
Approximately 21% of this total amount, $29,460,919 is available for spending at the government's
discretion (anrcsevvtd, uwtesignated fimd balance).

• At the end of the esrreni fiscal year, unreserved finwl balance for rhe general fund, whi«h inclaies
Spring Lake Park aad the Waste^Reeycted Water Loan fund, was $1,498,942, or 5.6% of t«a! geaeral
fond expenditures,

Overview of the Financial Statements

This discussion and analysis is intended to serve as a« introduction to the Water Agency's basic financial
statements, The Water Agency's basic financial statements comprise three components: 1) government-wide
financial statements, 2) fond financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information m addition to the basic financial statements themselves.

i&l statements

The %pv$nanml-wid% financial statements are destjpaed to provide readers with a broad overview of the
Water Agency's finanws, in « manner similar to a private-sector business.

11)6 statement sfnsi aswtt presents information <J« ail of the Water Agency's assets and liabilities, with the
difference between the two reported as net assets. Over time, increase!: or decreases in net assets may serve
as » osefirf indicator of whether the financial position of (he Water Agency is improving or deteriorating.

The stalement ofavtivitiei prssews information showing how the government's net assets changed during
the most recent fisca! year. All changes in net assets are reported as 50011 as the underlying event giving rise
to the change occurs, regardless of the liming of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g,
tfficoll«ted taxis and earned but unused vacation leave).



Sonoma Count}' Water Agency

Management's Discussion and Analysis

Year Ended Jane 30,2004

Overview of the Financial Statements (continued)

G&verfuneot-widefinancial statements (continued)

Both the government-wide financial stawments distinguish functions of the Water Agency that are
principally supported by taxes nd intergovernmental revenues (governmental activities) from other
functions that are intended to recover all nr a significant portion of their costs through user fees and charges
(business-type activities). Use governmental activities of the Waer Agency include general government,
flood control, Warm Springs Dam and water storage. The business-type activities of the Water Agency
include water transmission and sanitation services.

'the government-wide financial statements can be found on pages IS- I? of this report

Fwtd financial statements

A fund is a grouping of related accounts thai is used to maintain control over resources that have been
segregated tor specific activities or objectives. The Water Agency, like other stale and local governments,
uses ted accounting to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the Water Agency can be divided into three categories: governmental funds, proprietary funds,
and fiduciary hinds.

Gwenmenlalfunds

Gvvernnii'nml funds are used to account for essentially the same functions reported in governmental
aeitrilitm in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as OB balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government's near-term financing requirements.

Because! the focus of governmental funds, is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may belter
understand the long-term impact of the government's near-term financing decisions. Both the governmental
fund balance shee! ami the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Water Agency maintains four individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in (bad balances for the general fund, special revenue funds {Flood Control and Warm Springs
Dam), and the debt service fund, all of which are considered to be major ftmth-

The Water Agency adopts an annual appropriated budget for its general fund, special revenue funds, and
dgot service fund. Budgetary comparison statements have been provided ibr these fonds to demonstrate
eotnplia»ee with this budget

The basic governmental fond financial statements can be found on pages I8 - 20 of this report.

I I

Sonoma Quality Water ftyotey

Managerofnt's Discussion and Anal.ysi;

Year Ended June 3I>. 2004

Overview of the Financial Statements {continued}

The Water Ageaey maintains two different types of proprietary funds: Enterprise Funds and Internal Service
Funds. Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The Agency uses enterprise funds to account for its water and
sanitation services. Internal service foods are set accounting device used to accumulate and allocate costs
internally among the Water Agency's various functions. Tbe Water Agency uses an internal service fund to
account for equipment and facilities rental activities. Because bolls of then services predominantly benefit
business-type rather than governments! functions, they have been included within business-type activities in
the government-wide financial statements.

Proprietary funds provide the same type of information as thu government-wide financial statements, only to
more detail. The proprietary fund financial statements provide separate information for the water and
sanitation services, both of which are considered to be major funds. Information for the iniemal service fond
is also provided m the proprietary fund financial statement. The basic proprietary fend financial statements
can be found on pages 21 - 27.

Fidudatyfands

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected is the government-wide financial statement because the resources of those
funds are not available to support the Water Agency's own programs. The accounting used for fiduciary
funds is much like that used for proprietary funds.

The basic fiduciary fund financial statement can be found on page 28 of this report.

Afetex to the financial statements

The notes provide additional information that is essential to a full undemanding of the data provided in the
government-wide and fend financial statements. The notes to the financial statemcnls can be found on pages
29 - 58.

UK combining statements referred to earlier in connection with governments! rands and proprietary funds
Me presented immediately following the notes to the financial statements. Combining and individual fund
statements and schedules can be found on pages 63 - 72.

Schedules presenting budgetary comparison information for the Water Agency's governmental funds can be
found on pages 59 - 62.

The combining statements referred to earlier in connection with governmental funds and proprietary funds
are presented immediately following the notes to the financial statements Combining and individual fund
statements and schcdutes <an be found on pages 63 - 72.
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Sonoma County Water Agency

Management's Discussion and Analysis

Year Ended Jane 30.2004

Sonoma County Waler Agency's Changes in Net Assets (continued)

Kfumaet %> Sewn* - Governmental Activities

Business-type activities decreased the Water Agency's net assets by $200,785 thereby accounting for
14% of she lota! decline in the set awets of the Water Agency,

Key elements of the Agency's Business-type activities are identified below.

• Water sales revenues increased 12.8%, due primarily to an increase in the debt service component of
lite water rates.

* Sewer service revenues increased due to increases m the annual rates combined with increases m the
total Equivalent Single Family Dwelling (ESOs) serviced by the Water Agency's five sanitation

Capital Grants and contributions totaling £928,444 were received in fiscal year 03/04, Grants
include funding for Mum ford Dam fish passage, Prep 13 watershed restoration, North San Pablo
Bay restoration, and North County AgrtKsihural Reuse project

Transfers from Ac Water Agency's General Fund totaling $3,025,742 were received during 2003-04,
These transfers were for the purpose of financing various capital projects related to Russian River
projects ($1,925,742) and recycled water ($1,100,000).

Investment Earnings for FY 2WB-04 totaled $584,162.

Sonoma County Water Agency

Management's Discimiuu and Analysis

year EiMfed ImtSt* 2W*

SOMHBC County Water Agency's Changes in Net Assets (continued)

Expenses and Pfogram Revenues - Bu$itiem-t)pe Activities

Water Water Supply Attency Santtahon
Transmission Zones

• Efcptawt

•Program revwees

by Source ~»

88%

Financial Analysis of the Government's Funds

As noted earlier, the Water Agency oses fimr) accountiHg to ensure and ifcmonsfraie eoaipiiance with fegal

The focu* of the Wster Agency's governments! funds is to provide information on aear-ttna inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the Water Agency's
financing requirements. In particular, unreserved fond balance may serve as a useful measure of the
goverasaeat*s net resources available for sjjcndsag at the end of the fiscal year.

As of (he earf of the current fiscal year, the Water Agency's governmental foods reported combined ending
fund balances of $103,676,991 a decrease of £1,943,565 to comparison with the prior year. Approximately
28% of this total amount ($29,460,919) constitutes unreserved fond balance, which is available for spending
at the government's discretion. The remainder of food balance is reserved to indicate that it is act available
for new spending because it has already been committed 1) to pay debt service ($70376,585), 2) to liquidate
contracts and purchase orders of Ihc prior period {$2,579.487), 3) for advances ($1,1$S,000) and 4) for
contingencies ($75,000).
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Sonoma County Water Agency

Management's Discussion and Analysis

Ve»r Ended Jane 38, 2884

Capital Asset and Debt Administration (continued)

.Sonoma County Water Agency's Capital Assets
(net of depredation)

MOZ/03 2M/04 2002*11 200MH

Water songs riite
Und
Buildings and

$ m&itm $i«uri,o» $
!, 537,828 1417,12*

•* <*&* •**£ •* s-wsta

- * - S
7,W6,6»I 10,072,4W

rte esc lit a a* IA* «*i-i

; I02^7UX» S 102,311,800
5,338,209 tt,«»,TO

Maclumay^d

ninl%qgre$s

2,4*1,776 2,577,710

32*^74

45,154,?^

95,7M,9I7 lOI.OWjM 98.086,627

2,542,18* J.408,004 2,93p,W4 2.7KS7»
41,181^90 . 66.4WJ49 45,M«>7I» 64323,715

v ' 45.154,738

Tetal

Additional information on the Water Agency's capita) assets can be found in Note E on pages 4t - 44 of this

Long-term <fefef

At the cud of the current fiscal year, the Water Agency had a tola! of $1 58,771 ,772 b outstanding debt
consisting of bonds, Federal contract payable, capital leases payable and compensated absences. Of this
amount $662,000 comprises debt backed by the fall faith and credit of the government, $21,685,000 is a
special obligation payable from the Water Agency's operating income, $! 16,263,594 is a federal contract
payable related to the water storage rights at Ware) Springs Dam, $9,393,029 is related to capita! leases,
$2,61 1 ,625 is comprised of amounts payable to employees for unused sick and vacation leave upon
termination. a«tl SS. 756,524 represents fonds advanced to the Water Agency from other governmental
entities,

Sonoma County Water Agency's Outstanding Current and Long Term Debt

General Obligation Bonds
Capital leases
Revenue Bonds
Advances from other govemtiienis/Due to other funds
Federal Contract Payable
Compensated Absences

Total

Jane 30,
2003

S 694,000 $
806,836

21,975,000
4,226,429

11 5,784,734
1,808,607

S 145,295,606 S

Ante 30,
2064

662,000
9,393,029

21,685,000
8,756,524

116,263,304
2,011,625

158,771,772

Change

(46) %
1.164 %
(1,3) %
207 %
0.4 %

11,2 %

9.3 %

The Water Agency's total debt increased by $13,476,166 <9.3%) during the current fiscal year.

"The outstanding total of capital teases increased substantially (1,164%) during fiscal year 03AM and was due to
the issuance, nf $$,800,000 in new debt A lease wss entered into in October 2003 to finance the purchase of a
building that wilt serve as Water Agency administration headquarters. The Water Agency also received an
additional $4,530,095 in loan proceeds from the stale for financing the Collector 6 capital project.

12

Sonoma County Water Agency

Management's Discussion and Analysts

Year Ended Jane 30.201)4

Capital Asset and Debt Administration (continued)

The increase in the Federal contract payable is the act effeot of principal reduction due to the annual debt
payments, and the addition of accrued interest on the unpaid principal. The terms of the agreement with the
Federal government stipulate that inteiesl accrued on the contraa prior to the time of the first payment be
compounded annually laid added to the principal.

Compensated absences increased due to sick and vacation leave being accrued in excess of the actual usage.

Tie decrease m general obligation and revenue bonds, as well as capita) leases, i* related to principal
reduction due to the required annual debt payments.

Additional information on the Water Agency's current and long-term debt can be found in Note K on pages
48-54 of this report.

Next Year's Budgets and Rates

During the current year, unreserved fimd balance in she general fond decreased to Sl.498,942, The Water
Agency has appropriated $178,168 of this amount for spendiag in the 2004-2005 fiscal year budget

Both the water and sewer rates were increased for the 2004-2005 budget year. The water rates wtte
increased by an average of 2,03%, while the sewer rates increased an average S.27%.

Following are tables showing the rates charged for acre-foot of water used for mamcipa! purposes by water
contractors, along with sanitation services rates and equivalent single dwellings by sanitation district.

Charges p*r Acre-Foot Cor Water Used for
Municipal Purposes by Water Contractors

Santa Rosa Petal lima
_Aju«iBct

ForestvUle
Aqueduct

Sonoma

Revenue Bonds Charges
Aqueduct Rev, Bonds Charge
Storage Fae. Rev. Beads Charge
Common Fae. Rev Bonds Charge

Aqueduct Capital Charge

$339.71

0.00
7.84

34.96
20.00

$ 339.7!

0.00
7.84

34.96
40.00

$339,71

O.UO
7.84

34.96
00

3J.92
7.84

34.96
.00.

Total S 402.51 $422-51 $382,5! S4J4.43

13



Sonoma Counly Water Agtncy

MauM>gBmaM'» Ptoaartna and Analysis

Year Ended .luoe 38,2904

Next Year's Budgets and Rates (continued)

Rate per Equivalent Single-Family Oweiimg

2GW/OS

Sanitation Zone
GiBtott
Sea Ranch

Geyserviife
AirpottfLaAfieldVWiktup

765
610
5§5
575
370

Number of Equivalent SiBgkyFamily DweBlttp
by Sanitation Zone

637
635

392

Change

3.92%
4.43%
8.55%
3.4g%
5.95%

Basic Financial Statements

(iovernmeni-witie financial Statements

Sanitation Zone
Gratou
Sea Ranch
t'cmigrove

Aitport/Laritfield/Wikiup

Request for Additional iBformiition:

529:
4«?
334

3,233

639
560
501
344

3306

.31%
5.86%
2.87%
2.99%
2.26%

This financial report is designed to provide a genera! overview of the Water Agency's finaows for a!l those
with an interest in the govcmmem's finances. Questions concerning any of the information provided in this
report or r«|uests for additional financial information should be addressed to the Sonoma County Audiior-
Oorrtrolter's Office, Fi$cal Division. 585 Fiscal Drive, Room 10IF, Santa Rosa, CA 95403.



Sonoma County Water Agency

Statement of Net Assets

June 30, 2004

Governmental BBsiness-type
Activities Activities

Assets
Current assets

Cash and investments
Receivables
Inventories

Tola! current assets

Noncurnat wsrti
Advances to other county districts,

net of allowance
Restricted assets

Cash - revenue howl funds
Cash and investments with trustee
Deposits with others

Total restricted assets

Deferred charges
Capital assets (set of accumulated depreciation);

Intangible asset * water storage rights
(Warm Springs Dam)

Land
Infrastructure
Buildings and improvements
Construction in progress
Equipment

Total capital assets

Total noncarient assets

Total assete

$ 104,723,408 S
125,623

104,849,031

1,185,000

1,185,000

102,371,000
1337,328

46,464,676
2,377,710
3.883,366

326,674

156,960,954

156.960.9S4

262,994,985

34,497,966 $
4,488,576

206,441

39,192,983

13,151,609
1,779,025

13,000

14,943,634

429,806

10,072,404

95,708,91?
60,440,349
2,408,004

168,629,674

169,059,480

223,196,097

Total

139,221,374
4,614,199

206,441

144,042,014

1,185,009

13,151,609
1.77WI2S

13,000

16.128,634

429,806

102371,000
11,609,932
46,464,676
98,086,627
64,323,715
2,734,678

325,S90,62«

326,020,434

486,191,082

The accompanying Notes to the Basic Financial Statements are an integral part of this Statement
IS

Sonoma County W»Mr Agency

Statement of Net Asset-, (continued)

•tan* 39,2664

Governmental Business-type
Activities Activities Total

UabfflHes
Current liabilities payable from unrestricted assets

Accounts payable and accrued expenses
Accrued expenses
Deferred revenue

Total citrwl liabilities payable
from unrestricted assets

Current liabilities payable from restricted assets
Deposits iron others
Interest payable
General obligation bonds payable
Capital lease payable
Revenue bonds payable

Total current liabilities
payable from restricted assets

Total current liabilities

Noiieurrent liabilities
Compensated absences
General obligation bonds payable
Capita! leases payable
Revenue bonds payable
Long-tents contracts payable
Advances fixaii other related governments
Advances from other governments

Total naneurrem liabilities

Total liabilities

Net assets
Invested in capital assets, net of related debt
Restricted for flood control
Restricted for Warm Springs Dam
Restricted for debt service
Restricted for recycled watetf

water conservation
Unrestricted

Total net asset*

1,031,202
500,000

18,738

1,549,940

-

1,549,940

2,011,625

116,263,594
807,100

119,082,319

120,632,259

40,697,360
23,921,395
6,879,793

70,376,585

' 487,593

$ 142,362,726 S

3,584,210

?,5S4,210

4,230
525.983
32,000

401.37!
460,000

1,423,584

5,007.794

630,000
8,991,658

21,159,180

8,756,524

39,537,362

44,545,156

128,198,941

14,496,998

3,694,154
32.260.S4S

178,650,941 $

4,6)5,412
500,000
18,738

5.134,150

4,230
525,983
32,000

401,371
460,000

1,423,584

<JsS57,734

2,011.625
630,000

8,991,658
21,159,180

H 6,263,594
807,100

8,756,524

158,619,681

165,177,415

168,896,301
23,921,395
6,879,793

84,873,583

3,694,1 $4
32,748,441

321,013,667

The accompanying Notes to the Basic Financial Statements are an integral part of this Statement
16
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Sonoma County Water Agency

Statement of Activities

Foe ite Vear EmM turn 3B, 2004

General gm'emnieiu
HtxxS eoitojl
Warm Springs Oam
Iraleresf *>8 teag-tejm debt

Pwgraas Revenues veille aad Cfeaages m M«5( >^\3if«cfe»

Gfaais am!

3,973,647 S 477,927 S

644307
,?, 734,026

f2,T»,OS6 677,927

Activities

S 9.4IS S (3.286.3U5) S
30.460 f4390if.!6j

(644.VI7)

39375

- S

Total

(W4407)

Waier supply
SamMinn

27634354
5,227,115 Ifl4!,79i

i?t(s9»n
T«ii»l husriieiit-iyBeacjivme* 35.j99l.9iB

211322

928,444

S %S3»

544 &<n
<3.472j66t»

544 j»7

I'i^spaly la?^s, Ievie4 for general ptirpc^s
Frx^pcfly laxes (levied tor <icbl servk

Kel iis^s ai t-fld <^ year

(3ln5,742>
(4S00DO)

55507
584 J62
31361

3/05,742

3,696,772

!450,f)01)>

(1.743,765) (200,785)
144,i06l«»l ]7S35l,72e 322.JSB317

S I42362.W S 17»jSjgg4l S 3

I?
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Sonoma County Wafer Agency
Reconciliation of Statement of Revenues, Expenditures and Changes in Fund Balances

i»f Governmental Funds to the Statement of Activities

V.ar Ended June 30, 2004

Net change in fund balances - total governmental funds {page 19) $ (1,943,565)

Amounts reported for governmental activities ia the statement of acttvitie* (page 17)
are different because:

Governmental fends report capital outlays as expendittam However, ia the
statement of activities, the cost of those assets is allocated over their estimated
useful live* and reported as depreciation expense. This is the amount by which
capital outlays ($2,450,472) exceeded depreciation ($ 1,568,794) in the curreai
period.

Repayment of principal is an expendUare ia the governmental Hinds, but
the repayment reduces the long-term liabilities in the statement of net
assets.

Change in compensated absences reported in the statement of activities does not
require the use of current financial resources and therefore, is not repotted
as expenditures in governmental fends.

Long-term contract proceeds which increases the long-term liabilities ia the
stejemenl of net asteta.

Changes In art assets of governmental activities (page 17) $ (1.743.765)

881,678

1,178,844

(203,018)

The accompanying Notes to the Basic Financial Statements are an integral part of this Statement
20
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Sonoma County Water Agency
Statement of Net Assets

Proprietary Funds

June 30,20(4

Business-type Activities

Assets
Current assets

Cash and investments
Receivables
Inventories

Total current assets

Honcurrent assets
Restricted assets

Cash - revenue bond funds
Cash and investments

with trustee
Deposits with, others

Total restricted assets

Deferred charges
Capital assets (net of

accumulated depredation):
Land
Construction in progress
Buildings and

Improvements
Bcuiipmettl

Total capital assets

Total noncurre.nl assets

Total assets

Water
Transmission

$21,238,236
3,644.830

206,441

25,089,50?

12,861,685

1,686,092
13,000

14,560,777

250,023

5,350,380
45,019,269

60380,424
295,693

111,046.766

U1.296.7S9

150,947,073

Btttiapra

Water
Supply

S 2,420,588
773,199

3,193,787

-

.

5,532,70?

3,110,905

8,643.613

8,643,612

11,837399

se Funds

Sanitation

$ 5,08g,586
64,1?2

5,1 52,758

289,924

92,933

312,857

179,783

2,032,163
539.905

28,504,983
37,878

31,114,929

31,294,712

36,830,327

Total

$ 28,747,410
4,482,201

206,441

33,436,052

13,151,609

1,779,025
13,000

14,943,634

429,806

7382,543
51,091,881

91.996312
334,571

150.805307

151,235,113

199,614,799

internal
Service Funds

$ S.7S0.556
6,375

5,756,93!

-

.

2,689,861
9,348,468

3,712,605
2.073,433

17,824,367

17,824,367

23,581,298

The accompanying Notes to die Baste Financial Statements are art integral part of this Statement
21



Sonoma County Water Agency
Statement of Net Assets

Proprietary Fands (continued)

June 30, 2004

Business-type Activities

T

Liabilities
Current liabilities payable

ton unrestricted assets
Accounts payable and

accrued expenses S

Total current liabilities
payable from
unrestricted assets

Current liabilities payable from
restricted assets
Deposits from others
Interest payable
General obligation

bonds payable
Capital lease payable
Revenue bonds payable

Total current liabilities
payable from
restricted assets

Total current
liabiBties

Noncurrent liabilities
General obligation

bonds payable
Capital leases payable
Revenue bonds payable
Advance from

other governments

Total nonctutent
liabilities

Total liabilities

Water
ransBMStoa

2,634,777 S

2,634,777

4,230
338,979

310,000

653,209

.3,2*7.986

15,196,77!

8.756,524

23,953,295

27,241,2s!

Enterprise Funds

Water
Supply Sanitation

690,951 S 196^)5

690,951 196,335

103,427

32,000
43.S10

150,000

329,237

690,951 525,572

630,000
721,930

5,962,409

7,314,339

690,951 7,839,911

Total

$ 3,522,063

3,522,063

4,230
442,406

32,000
43,810

460,000

982,446

4,504,509

630,000
721,930

21,159,180

8.75«,S24

31,267,634

35,772,143

Internal
Service Funds

S 62,147

62,147

83,577

357,561

441,138

503,285

,„„;

W69728

8,773,0! 3

The accompanying Note to the Basic Financial Statements are m integral part of this Statement
22

Sonoma Const? Water Agency
Statement of Net Assets

Proprietary Funds (conlinual)

JuatJO, 2(MM

Water
Transmission

Business-type- Activities

Enterpwe Funds

Water
Sanitation Total

Internal
Service Foods

Invested in capital assets, net
ofrelateddebt S 86,783,471 S $,643,612 $23,574,780 $1)9.001.863 $ 9,197,078

Restricted for debt service 14.2I7.S6S - 279,430 14,496,998
Restricted for recycled wate/

water conservation 3,694,554 - - 3,694,154
Unrestricted 19,010,599 2,502,336 5,m,206 26,649.64! 5.611.207

Total net assets 123,705,792 11,146.448 2$,»0,4t<> 163.S42.6S6 S4.808.2SS

Adjustment to reflect the consolidaikw of
internal service funds net assets related
to the cnttTprise funds

Total net assets of besiuess-type activities

14,808,285

S 178,650,941

The accompanying Note to the Basic Financial Statements are an integral {art of this Statement
23
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Sonoma County Water Agency
Statement of Cash Rows

ProprifUrv Funds

Year Ended June 30,2004

Business-type Activities

Water
Transmission

Water
Supply Saniiaiion

Internal
Total Sgyte Firoto

Cash flows from operating activities
$ 27,436,422 S 928,961 $ 2,485,796 $30,851,179 S

services provided
Payments for taterftmd

services used
Payments to suppliers

2,526,608

(13.719336) (2,278,779) (1,257,150) (17,255,465) (966,657)
(11.377,353) (2,932,103) (861,919) (15,171,375) (356,334)

Net ea*h provided by (used in)
tivities 2Jf39,533 (4,281,921) 366,727 (U7S.661) 1,203,61:7

Cash flown from noncapital
financing activities

Taxes and assessments 55.507 55.507

Met cash provided by noncapital
financing activities ...S5,S07__ $5407

Cash flows from capital and
relate! financing activities

Purchase of capita) assets
Principal paid on capital debt
Interest paid on capital debt
Proceeds from long-term debt
Proceeds (rent

Federal/State grants
Capita) contributions -

connection fees
Proceeds from sale

capita) assets
Transfers in

(8,070,846)
(145,000)
(863,455)

4,530,095

32,840

(2,285,044) (263,091) (10,618,981) (11,973,620)
(218,096) (363,0%) (172,711}
(412,703) (1.276,158) (204,600)

4,530,095 8,800,000

488,3%

3,025,742

211,222

521,236

211,222

3,025,742
26,100

Net cash provided by (used in)
capital and related
financing activities (4,516,366) 1,229.094 _(682.668)(3,969,940) (3.524.831)

Cash flows from investing activities
Interest income 431,178 20,2% 55.657 S07,t31 77,031

The accompanying Notes to the Baste Financial Statements are an integral part of this Statement
26

Sonoma County Water Agency
Statement of Cash Flows

Proprietary l-tamfe (continued)

Year Emted June 30, 2004

Easiness-type Activities

Net decrease ia cash
and cash equivalent*

Balances it beginning of year

Water
Transmission

(1,745,655)

37,531,668

BnMrpw

W«er
Supply

(3,032,531)

5,453,1! 9

: Funds

Sanitation

(204,777)

5,676,220

Internal
Total Service Funds

(4,982,963) (2,244,183)

48,661,007 7,994,739

B«l»ntes»tendofyear S 35,786,013 $ 2,420,588 S 5.471,443 $43,678,044 $ 5,750.556

Cash and cash equivalents includes the following at Sum 30,2004:
Cash and investments $21,238,236 $ 2,420,588 $ 5,088,586
Restricted cash and investments 14,547,777 - 382,857

$28,747,410 S 5,750,556
14,930,634

$35,786,013 S 2.420,588 $ 5.471,443 $43,678,044 $ 5.750.556

Rccondtiatinn of operating income (hiss)
la net cash provided by (used in)
operating activities:

Operating income (loss) S 563,423 $ (4,196,368) $ («05,62«) $ (4,437,?73J 272,026
Adjustments to reconcile

operating income (loss)
to net cash provided by
operating activities
Depreciation expense and

amortization expense 2,46B,36S
Change in assets and liabilities
Receivables, net (264,590)
Accounts payable md

ottepayabtes (481,673)
Accrued expenses 54,005

Net cash provided by (used In)
operating activities $ 2,339,533 S

Noncash investing, capital and financing activities

Project costs included in
accounts payable $ (869,780) S

Met decrease in fair value of
investment in County Treasurer's
pooledcash $ 410,184 $

125,74!

()M,te)

{i 10,415)

(4,281,921) $

34,789 $

53,893 $

1.137,024

(8.897)

43,628

366,727

(97,697)

63,797

3,731,133

(374,2%)

(548,530)
54,005

S (1,575,661) $

S (932,688) $

S 527,874 S

910,95!

1,418

19,222

1.203,617

(30^48)

85,564

The aecompmying Notes te the Bask Financial Statements are an integral part «f this StMemenl
27
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Sonoma Cwnrty Water AfCMjr

Notes to the Basic Financial Statements

Year Ended June 30.2IHM

NoteB. Summary of Significant Accounting Policies (continued)

Encumbrance accounting is employed as m extension of the budgetary process. Encumbrance
accounting, under which purchase orders, contracts and other commitments for the expenditure of
fends are recorded to reserve that portion of the applicable appropriation, is employed in the
governmental fund types, Encumbrances outstanding at year-end are reported as reservations of the
fund balances and do not constitute expenditures or liabilities because the commitments will be
honored during the subsequent year.

Cash and Investments,

The Water Agency's cash and investments are pooled with the Sonoma County Treasurer except for
restricted funds held by an outside trustee. The Sonoma County Treasurer also acts as a disbursing
agent for the Water Agency. The fair value of the investments in the pool is determined quarterly.
Realized and unrealized gains or losses and interest earned on pooled investments are allocated
quarterly to the appropriate funds based on their respective average daily balance for that quarter in
the County Treasury investment Pool (the 'Treasury Pool".) The value of Ihe Water Agency's pool
sham is bused oo amortized cost, which is different than fair value. In accordance with GASB Mo.
31, interest income has been recorded in the ted that earned the interest. The Water Agency have
not provided nor obtained any legally binding guarantees during the year ended June 30, 2004, to
support the value of pool shares.

The Water Agency applies the provisions of GASB Statement No. 31, Accounting and Financial
Reporting far Certain Investments and External Investment Pools, which require governmental
entities, including governmental external investment pools, M report certain investments at fair
value in the balance sheet and recognize the corresponding change in the fair value of investments in
the year in which the change occurred. In accordance with GASB Statement No. 31, the Water
Agency has stated certain investments at fair value.

The Water Agency's accounts receivable are reported at their estimated realizable value and consist
primarily of water sales to local water districts and cities.

inventories

Inventory for the proprietary rand is valued at average cost, Inventory in the Water Transmission
Fund consists of expendable supplies held for consumption. The cost is recorded at an expenditure
at the time individual inventory items are consumed.

Katrfcted Assets - Enterprise Funds

Restricted assets in the Enterprise Funds primarily represent cash and investments in the Water
Transmission, Water Supply and Sanitation funds that are restricted for debt service pursuant to
various debt covenants. Restricted assets also include amounts for customer deposits.

Sonoma County Water Agency

Notes to the Basic Financial Statements

Year Ended June 30.2OT4

Note B, Summary of Significant Accounting Policies (continued)

Capua! Assets

Capital assets (including infrastructure) are reported in the applicable governmental or business-type
activity columns in the government-wide financial statements. Such assets are staled M cost or, if
historical cost is not available, at engineering estimates. Donated capital assets are recorded at
estimated fair value on the date of donation. The Water Agency defines capital assets as assets with
an initial, individual cost of more than $5,000 and an estimated useful life in excess of one year
Capital assets acquired are capitalized in the respective fisnd to which it applies. Interest incurred
Airing the construction phase of the capital assets of business-type activities is reflected in the
capitalized value of the asset constructed. Interest incurred is netted against interest earned on the
invested proceeds over the same period only when proceeds of tax exempt debt is externally
restricted In the acquisition or conjunction of specified assets.

Capital assets used in operations are depreciated using the straight-line method over the estimated
useful lives in the government-wide statements and proprietary fisfcd&. Estimated useful lives of the
assets are as follows: utility plant and equipment. 3-50 years; transmission system and reservoirs,
10 - 50 years; infrastructure, 35 - 75 years.

Sand and Certificates of Participation Dkcoma andlsiuanK Coo*

Bond and certificates of participation discounts and issuance costs related to debt of proprietary fond
types are deferred and amortized using a method which approximates Ihe interest method over the
term of issuance. These discounts and issuance costs en netted against the related debt.

Compensated Absences

Water Agency employees are entitled to certain compensated absences based ua their length of
employment. Vacation pay, which may be generally accumulated up to six weeks, is payable upon
termination. Sick leave may be accumulated without limitation. The monetary equivalent of 25% of
all unused sick leave is vested and payable to employees who separate from the Water Agency for
reasons other than disability.

Vacation and sick leave expected to be paid in Ihe ensuing year is accrued in the governmental fund
types when an event such as termination or retirement is expected to occur. The accrued liability for
vacation and sick leave relating to the proprietary funds and governmental activities is recorded in
those funds in the period earned

Property Tax Revenue

Property taxes, including tax rates, are regulated hy *he State and are administered locally by ths
Coumy. The County is responsible Hat assessing, ealNxttag and distributing property taxes in
accordance with state law. Ilie County is responsible for the allocation of property taxes to the
Water Agency.
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Sonoma County Water Agency

Notes to the Bade Financial Statement*

Year Ended June 30.2004

Nate C, Stewardship, Compliance and Accountability (continued)

Budget and Budgetary Accounting (continued)

The results of "actual" operations on a budgetary basis are reconciled to the results of operations on
a GAAP basis as follows:

General
Fund

SaseialRevenue Funds

Flood Warm
Control Total

Excess of revenue ami other
sources over (under)
expenditures and other uses -
budgetary basis

Expenditure charges against
prior year encumbrances

Current year encumbrances

$(1,420,058) $ 617,498 $2,022,309 S 1,719,749

(186,778)
240,276

(699.7J7)
2.339.2U

(24,400) (910,915)
2.579,487

Excess of reveaae and other
sources over (under)
expenditures and other uses-
GAAP basis .SQ.366.MP)' $ Z.25&972. $t.997.9Q9: | 3J8|.321

Cash and Investments

The Water Agency follows the practice of pooling cash and investments of all tods with the
County Treasurer except for funds required to be held try outside fiscal agents or trustees under the
provisions of bond indentures and lease agreements. The Treasure Oversight Committee has
regulatory oversight jot all monies deposited into (he Treasury Fool.

Interest income earned on pooled cash and investments is allocated quarterly to the various funds
based on the average daily balances by fund during the quarter. Interest income from east) and
investments with fiscal agents or trustees is credited directly to the related fond

Investment Guidelines

The Waser Agency** twoled cash and investments are invested pursuant to investment policy
guidelines established by the County Treasurer and approved by the Board. The objectives of the
policy are, in order of priority: safety of capital, liquidity and maximum rale of return. The policy
addresses the soundness of financial institutions in which the County will deposit funds, types of
investment instruments as permitted by the California Government Code, and the percentage of the
portfolio that may be invested in certain insinMnents with longer terms to maturity.

Sonoma County Water Agency

Notes to the Basic Financial Statements

Year Ended June M. 2IMM

Nate D. C«sh and investment* (continued)

Permitted investments include the following:

- U.S. Treasury SIM! Federal Agency securities
- Bonds issued by local agencies
- Registered State Warrants and Municipal Notes
- Negotiable certificates of deposit
- Bankers' acceptances
- Commercial paper
- Medium-tern corporate notes
- Local Agency Investment Fund (State Pool) demand deposits
- Repurchase agreements
- Reverse repurchase agreements
- Shares of a mutual fond average life
- Coliateralfeed mortgage obligations

A copy of the County Investment Policy is available upon request from the Sonoma County
Treasurer at 585 Fiscal Drive, Room IOOF, Santa Rosa, California, 95403.

Salaafe Sheet

A reconciliation of cash and investments shown OB the accompanying statement of net assets is as
follows:

Cash and investments
Restricted cash for revenue bonds
Restricted cash and investments with trustee

S 139,221,374
13,151,609
1,779,025

This balance consists of $750 in cash oa hand and $) 54,151,258 in investments.

Investments

The Water Agency's investments at lone 30,2004 are categorized to give an indicatioH of the level
of custodial credit risk assumed by the Water Agency. Category I includes investments that arc
insured or registered, or for which the securities are held by the Water Agency or its agent in the
Water Agency's name. Category 2 includes uninsured and unregistered investments for which the
securities are held by the counterparty's trust department or agsw in the Water Agency's name.
Category 3 includes uninsured and unregistered investments for which the securities are held by the
counterparty, or by its trust department or agency but not in the Water Agency's name. Investments
in pools managed by other governments or in mutual funds are not required to be categorized.
Investments held during the year did not vary from those held at year end in type or risk.
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Sonoms County Water Agency

Mote* to Oat Basic Mnnneisl Statements

Year Ended Juiic3lt,2tt04

Note 1), Cash snd Investments (continued)

At June 30,2004, jttvwtoents instated the following;

Category

1
Carrying
Amount

U.S. Treasury secarities
held by County Treasurer S 68.471,398 $ -

Uneategorized:

Cash and investments held
by trustee

Investment ta County
Treasurer's pooled eash

£/.S. Treasury Seootitt*

$ 68,471,398

1,779,025

83,900.g33_

$ 154.151,258

Included in th« inveatmsnts balance are zero-coupon U.S. Government securities which are to be
used specifwaliy to tad the repayment of the Water Agency's $13 6,263.594 contract payable (see
Note K). The securities have a yield of approximately 7.31%, with yield described as the percentage
increase in fair value from the prior fiscal year-end. These securities mature in various years
ranging irons 2004 to 2022.

Investment ix Causly ?>«SHW'S Pooled Cosh

As of Juac 30, 2004, the weighted average maturity of (he Treasury Pool was approximately one
year. Forty-eight percent of the securities in the Treasury Pool have maturities of aato to one year,
thirty-one percent have maturities of one to three years, and twenty-one percent have maturities of
three to five years.

A portion of the securities is the Treasury Pool have variable interest rate? that are tied to certain
indices sue!) as l.IBOR (floating rate securities). Floating rate securities will influence the
performance of the portfolio based on tte increase/decrease occurring in interest rates over the short
terra.

Fair value fluctuates with interest rales, and increasing rates could cause fair value to decline below
original cost. County management believes the liquidity it) the portfolio is more than adequate to
meet ash flow requirements and to preclude th« County from having to sell investments below
original cost for that ptirpose.

Sonoma Coimfy Water Agency

Notes to the Basic Financial Sta tcmcnts

NoteE.

Year Ended June 38, MM

Note I), Cash and Investments (continued)

investment i» County Treasurer's Pooled Cash {oontisued}

Tie net decrease in the fair value of the Water Agency's investments during fiscal year 2003-04
was $3,619,094. This amount takes into account all changes in fair value (including purchases ami
sales) that occurred during the year. The unrealized gain on investments held at year-end amounted
to $55,082,855- Realized gain on investments that matured during fiscal year 2003-2004 amounted
to $591,816.

Net decrease in fair valtte of investments during the fiscal yea- 2003-04 by fijnd, and included ta
revenue - investment earnings, were as follows:

General Fund
Special Revenue Funds - Flood Control

and Warm Springs Darn
Debt Service Fund
Enterprise Funds - Wgter Transmission,

Water Sapply and Sanitation
Interns! Service Funds

40,361

329,429

527,874
85,564

3,619,094

Capita! Asstte

Capital asset activity for the year ended June 30, 2004 was as follows:

Beginning
Balance

July 1,2003 Additions

Transfers Ending
and Balance

Retirements Adjustments June 30.2004

Governmmiai activities
Capital assets,

not being depredated:
Intangible assets - water

storage rigjrts S 102371,000
Land 1,5S7,S2S
Construction in

progress _ 4,163.428

- $ 102,371,000

2.414,383

Total capital assels,
not being
depreciated 10^071.956 1.414.383 (2,694.445) 107,791,894
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Sonoma Counly Water Agency

Notes to the Basic Fioadtiitl Statements

Year Ended June 30,2004

Hate E. Capital Assets (contmuoi)

Beginning Transfers Emittig
Balance and Balance

My 1.J003 Additions Retirements Adjustments lime 30,2004,

Business type activities (continued)

Total capital assets,
being depreciated,
aet 101,127,806 (4.049.287) 1,042.483 98,1 16.92!

Business-type activities
capita! assets,
net $lSOf7U,777 S 18,113,256 S $ lSl.278) $168.629.674-.

The total amount of ink-res! capitalized into capital assals uf business-type activities during the year
amounted*? $914,435.

Depreciation expense was charged to functions within the goveminenta! and btatoess-type activities
as follows:

Governmental activities
General government S 100,264
Spring Late Park 84,024
Ftood Control Zones, including tieprectaikHi of infrastructure assets _ 1 .384,506

Total depreciates otpense-governmental activities 1.568.794

vsinKs-lype activities
Water rransmisston
Wafer Supply
Sanitation

S 2,458,249
125,741

2.037,837 .

Total depreciation expense - business-type activities $ 4.621,827
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Sonoma County Witter Agency

Nules to the Basic Ftandai Statements

Year Ended Jang 30.29ft4

Note R Employe*!' Retirement Plan

Note 6.

The Water Agency contribute* to Sonoma County's single-employer public employee retirement
plan (the "Plan") that is administered by the Sonoma County Employees' Retirement Association
(the "Retirement Association"). The Water Agency joined the Retirement Association as of
October),! %3. Substantially all Mi-time employees of the Water Agency participate ia this plan.
All permanent employees working at least half linte of a full-time position for the Water Agency are
eligible. Benefits are based on the employee's feral average salary, years of service, and afe at the
time of retirement The Plan is governed by the California Government Code, Title 3, Division 4,
Part 3, Chapter 3.

The financial statements for the County of Sonoma (the primary govarnmenl) contain additional
financial infermatai for the defined pension benefits, which is not presented here because the
Water Agency portion cannot be separated from Use whole, lit addition, an audit report of the
Retirement Association regarding the financial positioa of the Man and other information for Use
year ended December 3!, 2003, is on file a! the County Auditors' Office,

Fuadsng Status

Plan members were required to contribute S% -12%, depending apon their age at thek date of entry,
of their annual covered salary at June 30, 2004, ITie Water Agency is required to contribute at an
aetuarially determined rate which was 18.68% of annual covered payroll at Jane 30. 2004. The
Water Agency's contributions to the Plan during the years ended June 30, 2002, 2003, and 2004
were $! ,526,474, $1,742,286, and $2,016,677 respectively, equal to the require*} contribution each
year.

The Water Agewey's total payroll JOT covered employees for the plan year ended December 31,2003
was $13,843,055, which represeats approximately 5.32% of the Retirement Association's payroll for
covered employees.

Post Employment Benefits

In addition to the pension benefits described in Note F, the Water Agency provides post-retirement
health cws benefits, in accordance with County resolutions, to all active, covered employees who
retire from the Water Agency no or after attaining age 50 with at least 10 years of serviee. The
Water Agency pays approximately 85% of the health care insurance premtam for the retirees and
their eligible dependents. The retin* ca» choose one of three health care providers. The Water
Agency reimburses a fixed amount of $66.60 per month for a Medicare supplement for each retiree
aged 65 and over covered under Medicare Parts A and 8. The cost of post-retirement health care
benefits are recognized as an expenditure as the Wator Agency reimburses the County for premiums
paid. The financial statement for the County of Sonoma (the primary government) contains the
financial information for the post-emptoyaien! benefits, which is not presented here because the
Water Agency portion cannot be separated from the whole.
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Sonoma County Water Agency

Notes to the Basic Financial Statements

Year Ended Jane 38.2004

Note H. Referred Compensation Plan

the Water Agency participates in the County of Sonoma deferred compensation plan (the "Plan")
which was treated in accordance with California Government Code Section 532 1 2 and Internal
Revenue Code Section 457. The Plan, available to permanent employees, permit!) them to defer a
portion of their salary until future years. The deferred compensation is not available to employees
until termination, retirement, death or an unforeseeable emergency.

In 5998, tte County amended the Plan's documents to comply with a new federal law. The Flan's
assets have been placed into a trust for the exclusive benefit of the employees and their
beneficiaries. The County is the administrator of the Plan but the assets are held by an independent
investment manager and, therefore are not recorded as assets of the County. Each employee- directs
the investment of the assets in his or her account.

Note I. Interfand Accounts

At Jane 30, 2004, iatcrfuBd balances between the Water Agency, the Sonoma County Sanitation
Districts and the County of Sonoma are as follows:

Government activities

Advances to/(ftom) other related governments

Receivable Fond

County of Sonoma

Sonoma County Water
Agency - General Fund

Sonoma County Water
Agency - General Fund

Sonoma County Water
Agency •* General Fund

Less atevanc*

Tetel

Payable Fund

Sonoma Coanty Water
AgejKty - Genera! Fund

Forestviile Sanitation
District

Occidental Sanitation
District

Forestvilie Sanitation
District

Amount

$ (807,100)

807,100

250,000

563,000

{43S.100)

$ 377,900

Activity between finals that are representative of tending/borrowing arrangements outstanding at the
end of the fiscal yew are referred to as either "due to/from other related governments" (Le., the
current portion of interftmd loans) or "advances to/(from) other related governments" (i.e.. the noa-
eurrem portion of teterfund to»r»).

Notes In the Basic l-inancial .Stategients

Note I. InterfwMl Accounts (continued)

Government activities (continued)

On June IS, 2064 the Board of Directors resolved lo forgive the debt ow«d by Forestvifle Sanitation
District contingent apon the sale of two parcels of land. The total proceeds of the sale will go
towards paying the debt currently owed to the Water Agency ($1,370,100), and the remaining debt
will be forgiven. An allowance of $435,100 has been made to reflect the estimated amount of debt
to be forgiven.

Transfers

A summary of transfer activity is as follows:

Note.I.

Transfer from

General Fund

Warm Springs
Dam Fund

Transfer to

Water Supply
Fund

Debt Service
Fund

Amount

$ 3,025,742

1,000,000

Punpose

Provide funding to cover portion
of Russian River projects
($1,925,742) and recycled water
projects ($1,100.000).

Transfer rands for scheduled
principal and interest payments.

$ 4,025,742

Leases and Agreements

The Water Agency entered into a lease agreement on December 1, 1995 with the Sonoma County
Water and Wastewater Financing Authority. The Sonoma County Water and Wastewaler Financing
Authority ("the Authority") is a joint powers auwority created to provide financial assistance to the
Water Agency by eorsmiaing and financing the Foresiville and Oraton Regional Wastewater
Facilities Improvement Project, and by leasing these improvements to the Water Agency. The
Authority is administered by the Board, whose members ans the Board of Supervisors of the County,
actiag in its ex-officio capacity as the Board of Directors of the Water Agency.

The financing terms of this lease agreement have beat disclosed in Note K as » capital lease
payable.

The Water Agency had a lease agreement for office facilities through January 2005. Operating casts
and property taxes on the leased premises are Included in the rental payments. Rental expense for
2004, amounted to $392,003. Future ratmmwn lease payments are as follows:

Year ending fane 30.2005 S 22S.S77
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Sonoma GmtOy Water Agency

Notes to the Basic Financial Statements

Year Ended June 30, ;OU4

NoH>K. Long-term Obligations

Debt« tew 30,2004, consists of the following:

General obligation bonds
Capita) lease payable
Water revenue bonds payable
Water and Wastewater revenue bonds payable
Advance from other governments
Long-term contracts payable
Compenstfed absences

Gtwentmcntal
Activities

$

1)6,263,594
2,011,625

Business-type
Activities

$ 662,000
9,393,029

15435,000
6,150,000
8,756,524

$114275.219

Maturity Interest Awhorbeil
_B?t«_ J&®

1976 Ctaioii
1977 Pwngrove
!980GeyserviBe

2016 5% $ 350,000
2017 S% 300,000
2020 5% SOO.OOO

Total long-term obligation

2016 6.5% $ 1,031,364

Capital Lease Payable - I^Salfs Bsasfe

LaSalleBank

Maturity Interest Authorized

201$ 4.65% $ 8,800,000

$ 40,496,553

June 30.2004

$ 17g,000
172,000
3J2.000

,662,000

Sanitation General Obligation Bonds art repaid from In revenues.

Capital Lease Payable - Revenue Bonds, Series 1995
Maturity interest Authorized

Forestviiie and Graton Regions!
Wastewater Facilities fiaprovemcnt
l>roiecl Revenue Bonds, Series 1995 765,740

June 30.2004

S 8,627,289

SBIKHBS County Water Agency

Motes to tbe Basic Financial Statements

Year Ended June 30,200*

Note K. tong-Term Obligations {continued)

The ForestviJle and Oratoa Regional Wasfeiraser Facilities Improvement Project Revenue Bonds,
Series (995 are to be paid from the sewer revenues of the Graton Sanitation Zone, with interesl
payments made s«)!i-anmia!!y

Water Revenue Bonds Payable

Maturity
.Date..

Water Revenue Beads, 2003 Series A 2032
Less deferred amount for unaniortized discount

Total bomk payable, net of diseotint

Interest Authorized

2,00 - 5.00% S 15,680,000

QiHstaadiag
teLSUflM

S 15,535.000

$ 15,506,77!

The 2003 Series A Bonds are special obligations of the Water Agency, payable solely from Net
Revenues olf the Water Agency's Wattr Transmission System, and amounts on deposit in the related
fluids »nd accounts. Neither the Ml faith and credit sor the taxing power of the Water Agesicy is
pledged to the payment of 2003 Series A Bonds or interest thereon. The 2003 Series A Bonds »re not
secured by a legs! or equitable pledge of, or charge, or lien, or encamferanee upon, any of the
property of the Water Agency or any of its income or receipts, except die Net Revenues of the Water
Transmission System and amount* on deposit These bonds proceeds will be used to conaraet and
equip eettatn feeiiities and improvements known as Collection 6-Wohler/Forratville Pipeline,
Kawmna Springs Tank No. 2, the Eldridge to Macltoae portion of the Annadef-Sonoiw Pipeline, the
funding of a reserve tad, and the payment of issuance costs. The facilities eonstruwed with 2003
Series A Bond proceeds are part of the Water Supply and Transmission System Project.

Water and Wastewater Revenue Bonds Payable

Maturity Interest Aathotfaed Outstanding
J2M§_ _J8ifiH_ and Issued |uj»e 30,2004

California Statewide Communities
Development Authority (CSCDA)
200QB Kewnue Bonds 2026

Less deferral amount for unamortized discount
4.0- $.65% S 6_570,<X» S 6,150,000

(37.590

Total bonds payable, net of discount ___$ 6.1I2.W

The t«M covering ite CSCDA 2000B Water and Wastewater Revenue Bonds provide that the
revenue be jrtevoeably pledged and deposited with a trustee for the security and payment of interest
and principal en the bonds. In addition, this pledge shall constitute a first lien on the revenues and
stieh other money for the payment of the burnt. Ail funds and aeeounls held under this bond are
required to be used for investments authorized by the CSCDA. These bond proceeds are being used
to finance a portico of the cost of upgrades to tfie Airport-iarkfield-Wikiup Sanitation Zone's
treatment plant, wastewater pipelines, storage ponds and irrigation system in connection with the
Storage, Reclamation and Treatment Facilities Project
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Sonoma C<nmt,v W»ler Agency

Notes to the Bask yinaiocrai Stalcmcnti

Year Ended June 30.2IK>4

Note N, Commitments and Contingencies (contmued)

Risk Maa

Uw Water Agency is covered by the County o!" Sonoms's self-insurance program, which is
accounted for in the County's Risk Management Internal Service Fund The Water Agency is
covered under this program for general liability, auto liability, paWic employees
perfortnance/dishtmesSy and property insurance,

The County maintains a self-insured retention of $750,000 per occurrence for general and
automobile liability, Excess liability coverage is maintained through participation in the California
State Association of Counties. Excess iBsnranee Authority ("CSAC-HA"). limits of this coverage

The County also maintains public employee faithful perfonnanee/esiptovee dishonesty coverage
throng 8 joist-purchase program provided by National Union Fire Insurance Company and
administered by CSAC-E1A with limits of $5,000,000 mil a $25,000 deductible.

The County maintains "All Risk" property insurance including flood and earthquake through
participation in the CSAC-EIA Property Insurance Program. Limits of coverage are $200,900,000
per occurrence including flood and $50,000,000 per occarrence for earthquake. DedtWiWes for
most perils ate $50,000 pet occurrence, with flood at $200,000 par county per occurrence and
earthquake at 5% of total insured values per unit, per occurrence, subject to a $500,000 minimum
per occurrence. For tosses within tie deductible, the County maintains a deductible self-insured pool
for losses in excess ef $5,000.

During the fiscal year 2003-04, the Wnter Agency paid annual premiums lo the County for this
insurance coverage in the amount of $79,962. Settlements have not exceeded coverages for each of
the past three fiscal years.

Four major customers purchased water from the Water Agency during the year ended June 30, 2004.
The water sales to, and accounts receivable from, those customers are as follows:

Sales
% of total

water sales

Santa Rosa
Petaiaraa
Maria Municipal
Horth Marin County

$ 9,586,665 34.6
4,674,590 16.9
3,809,251 13.8
3,931,167 14.2

$22,001.673 79.S

Sonoma County Water Agency

iSotesto the Basic Financial Statements

Year Kntkd June .10,20H4

Mete N. Commitments and Contingencies (coatimied)

Eeonemie S^MKfenee (continued)

Accounts Receivable at Jttne 30, 2004

Santa Rosa
1'ctaluma
Maria Municipal
North Marin County

% of total
accounts
receivable

$ 1,216,465 29.5
602,788 14.6
474,291 115
930,283 22.6

S 3.223.827 7g.2

Pending litigations and Claims

The Water Agency is directly and indirectly involved in various claims, legal actions and complaints
relating princijxiHy to violations of the Clean Water Act, environmental protection laws, property
damage and disputes over water rights. The ultimate amount of liability is contingent upon the final
settlement of these datins. Trie Water Agency is unable to determine the extent of such liabilities at
this lime and whether any miry be covered by insurance.

The Water Agency is iiaWe for ctean-ap costs related to lod-amtarntratcd fill involving a certain
parcel, parcteed by the Water Agency « part of a litigation settleweat in 2000, wd the possible
desn-up of the adjacent properties for some lengthy distance. At this time, the Water Agency is
arsure »s to when the clean-up will take place. The Water Agency estimates the clcan-ap costs to
range from $500,000 to $!,250.000. A liability of SSOO.OOO has been recorded to aecraed expenses
for Flood Control Zone 1 A,

Other gegnlatwy Matters

Proceedings before the Federal Energy Regulatory Commission ("FKRC") could result in redactions
is tie amount of water diverted from the Eel River into the Russian River, thus reducing one of the
Water Agency's .sources of supply. Legal counsel, representing the Water Agency at these
proceedings, as well sis management cannot estimate the likelihood of r«Ju«v! flows or the effect
such reduction would have on the Water Agency's water supplies and water-sate revenues.
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Sonoma County Water Agency
Schedule of Revenues, Expenditures and Changes in Fund Balances

Budget and Actual - General Fund - Budgetary Basis

Year Ended June 30. 2004

Budgeted Amounts

Revenue
Property taxes
Fines, forfeitures and penalties
investment earnings
Intergovernmental
Charges for services
Miscellaneous

Total feveBu*

Expenditures
Current

Salaries and employee benefits
Services and supplies
Costs applied

Capital outlay
Contingencies

Tola! exfsenditB««

Excess of revenue
over expenditures

Other financing uses
Transfers to related governments
Transfers out

Total other financing uses

Net changes IB fond balances

Original

$ 4,479,000
1.200

145,600
176,000
290,300
104,000

5,196,100

20,447,921
6,597,14?

(23,500,000)
175,000
500,000

4,220,068

976,032

(2,500,000)

(2,500,000)

$ (1,523,968}

final

S 4,479,000
1,200

145,600
176,000
290,300
104,009

5,196.100

20,297,921
6,857,147

(23,500,000)
140.000

3,795,<X«

1,401,032

,0,650,742)

(3,650,742)

$ (2,249,710)

Fund balances at beginning of year

Adjustment from budgetary basis to GAAP
Timing difference: Encumbrances

Fund balances at end of year

Actual Amounts
(Budgetary

Basis)
See Note C

$ 4,819,839

58,070
9,415

677,927
141360

5,706,611

20,177,565
&,«99.467

(23,338,903)
137,798

3,675,927

2,830,684

(425,000)
(3,025,742)

(3,450,742)

(1,420,058)

4,365,778

53.498

$ 2,999,218

Variance with
Final Budget

Positive
(Negative)

$ 340,839
(1,200)

(87,530)
(166,58$)
387,627

37,360

510,511

120,356
157,680

(161,097)
2,202

119,141

629,652

(425,000)
615,000

200,000

S 829,652

Sonoma County Water Agency
Schedule of Revenues, Expenditures and Changes is Fund Balances

Budge! and Actual - Special Revenue Fund - flood Control Zone; - Budgetary Basis

Year Ended Jose 30, 2884

Budgeted Amounts

Original

Revenue
Property taxes $ 6,697,500
Investment earnings 219,750
Intergovernmental 81,600

Total revenue 6,998,850

Expenditures
Current

Services and supplies 17,196,112
Capital outlay

Total expenditures 17,196,112

Excess (titfkiency) of revenue
ever expenditure* (1 0,197,262)

Other tenting wet
Transfers mrt (25,000)

Total other financing uses (25,000)

Net changes to fund balances $(1 0,222,262)

Fund balances at beginning of year

Adjustment from budgetary basts to GAAP
Timing difference: Encumbrances

Fund balances at end of year

Final

S 6,697,500
219,750

81,600

6,998,850

17,106,112

17,196,112

(10,397,262)

(25,000)

(25,000)

$(10,222,262)

Actual Amounts
(Badgetary

Basis)
See Note C

$ 7,467,627
234,837
30,460

7,732,924

3,875,454
3,214,972

7,090,426

642.49S

(25,000)

(25,000)

617,498

21,164,423

1,639,474

$23,421,395

Variance with
Fraa! Budget

Positive
(Negative)

$ 770,127
is,or?

(51,140)

734,074

13,320,658
(3,214,972)

10,105,686

10,539,760

.

$ 10,$39,76Q
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Sonoma County W»c« Ajjwc}

Combining BiOiinCT Shret. Special Rt*«ii« Fund.

BoodCaniol. Fund

ZrnlA ZoneSA
Lsguaa Pcaiumu

MarkWmt Bwn

ZoneSA Zm7A
Valley rf LOWB-RIWSUB North
IheVJfXM River COM

Za«8A

CSMK

Tosrt
Boos!
Contfo!

f'utal Tsirt

Cash mm .„> 13.70j.T» $ .* ljO?t)H4.t

Tend 7.CTO.452 S l,07i»4 $

LtoWttk* mti tat tul>««

S 154J939 S
MO.OOO

S 4,l« $ - $ • S • $ m~H» S 5&!,m $ 7J9.941
- - •______ 3X1JOM - SOOjOOB

Tc«tl 6S4J89

50,000

6.465,414 «J06

S339J1I

30301.188

Tottltl.bllltlet.wl



SonortM County Water Agewy
Combining Statement ol RtvtmiM, Expenditures »nd Changes in Fund Balance -

SpecW Htvenae Funds

Y«r Ended JUM 38,2864

Properly suns
Investment earamp

Fio«! Coamji Faod

ZonelA
Lagwir

Ma*W«»

Zwnr2A
fttaiuma

8»to

Zone 3 A
Valicj of
IhtNtom

ZoatSA
IjewerRuMian

fever

Z«ie7A
North
Oaast

ZorwBA
South
COM

Total
Flood
Ceo toil
i-und

Warm
Spinp

Dam
Fund Total

S S3BOJB S 13460$ S
117412 S7325
30.460 -

S 1(8337 S
15,100 31*91

- $ W.4B3 S 7^tSJ«7 $ 3JM<4Ii S ;
234W7 55^05 J»«S

3C.460

Total revenue SJOTjRSS saw IJ8J 114 J28 7.732J924 1U7J.1-M

El|«»il(«w«
Cinwi

Sen-tecs and supplas
Capital oullaj

Interest and df^tl chmi«$

2J.«.4C5

-

43(ij«a

-

7«M7 61M1
(OTWl)

.

i)JK2 ,i.!B6.K>9 64430?
2414383

J.&S7.105

2414383

lj6S?,7D5

«1 Jll... 2303,813 7.7S2.96*

LoBg-teaiSi con«»ci
Trarwfcmtor
Transfers out

(3SJOOOS

1340^04 3JSK.IW

1,457,705

Total othtr fiiaoemg tnurecs tutxil (25JJDD)

Kha d«i|M ta Unr*

PudlxteKti
»«l»«l..ton,fv..r

584,671

13̂ 64.1611

809Ji21 55,4)7 IJ8A

369.41,'j

66,106 $ S 2M21.395 $

Combining Sttlmwnl of N« AaMtt-
Emtrprtee Funds

Sanilstion Fund

Cjr«mn Ranch Penligro«

Airport Toial Wa» WMK
LarkTieid Ssiuteliois TransmiMioti Supply

i-uiid Fund Fund

CiBTCOt aaels
O«^ i»d te*
Rccwv.btf!

I J/TMT60 $ 1.249820 $
8,ffl5 5.W

7WM1 1
8.TB

S JOS8.586 S S 2.420.58K S 38,747.410
3J.7W

TtiUi 5.IJB.738 ISMUOI

26,578
nm

mm mm*
92,933

1:1,900

1WJHI M.4M mm?

Lwri
Q«ar
»uiWi»js Kd iraprov.meliK

J7JM

417JW SM.213
m3M «JW
437,018 «SS,W2 I.MUO 28..5W.9SJ «,.1»0,424 J.I 18,905

37 «T8 Z9«j«IJ .

l,J5Sfl» 2S,m6M JI.W4.7U



Sonom* County W»t«r Agency
Combining Sutenwnl of Net ASKS*.

Jtme30,2904

CUJTCES: hafeilrtttft payable
f mm unmstocted assets
Accounts payable and

accrued expenses

Total eumiU liatsii&es payable
from teiwsssricted «s*6t»

CttrnKat febHitoe* payable from

De|x>«6ts fnsiB dhere
interest payable
Oncra! ohhpno;; band*, payable
CupuaN«ase pavaHf
Revsflue bond* payable

ffom restiicatd MS«!$

T'olai cusisnt SmbiiEite^

CwjieraE aHipliQa bt*mis payaWe
Captia] it-A^ payable

Advance fnsm d^r govct^xi^ti^

Toat ooncurreM liabiiiues

Total Uabiiitics

««!«,?«!

Airport Toil)
Sea Ijirkficid Sanlmion

Gaiai, Ranch l>e<MSmve Giywrvilte Wik.up H«i

S K)36t S l«^»BZ $ 120,7S» S 774 S 48JB12 S 19B333

J03«l 1MB 120.7W 774 48JBI2 I»633B

!9JS$« . 24SS7 - 81WJ2 KB<O7
IOCOU • 9000 1J.OOO - 32,000

130,008 I»iOOO

7336S . ttW UWO 23I;002 329J37

,̂739 i6^K)2 I32;6S3 13,774 27^jOI4 525^72

]6S,C«I . 163.WIO 299«K) . MC.IM)

55S2/W9 5,%2j«9

WJM , ie»0 29MOO S»^» 7314339

S 973,6» $ 16<4t2 $ »SA53 $ 312,774 S «541«3 $ ?IB94>1I

Water Water

Fuwi Fund Tow

-$> 2,iS3k l̂T?7 S • 6^0^5.1 S 332£*06i3

'»4777 <809S1 3JXUX9

4.230 - 4^0
338,«7« - 4C.JQ6

43310
3iO,000 • 4*0,tX)0

6S.209 - WJ.446

J^7»6 680551 4364409

15,196,771 . 1U39.W
8.7SS424 - *,7S6424

23^B^9i - JI3671&J4

S 27341,281 S «WSS1 $ 35,772.143

Sonoma Counly W*t«r Ag«nc-y
Combining Suttment of N« Asms-

Enttf prb* Pundt (contiaued)

Water
i Supply

l=«i<J Fum) Ttital

(Ml
Invtmed itt eî }i!ft! a^ets. mt

afteiaiKjikbt
Remnant for debt tmvice
Saitrtcwd for reey«l«4 (witef

water eotwrvawti
t'oreanaed

S WS.4M S 726.»5 S 943flS« $19463,737 423374.780 % W.TiB/171 S
M.424

S 11«JOOI«8

842101 714^0 1344.743
3 ,<>«.!.W

2fc.649.64l

Tot»l««m»««B S 2JOS4J887 $ 1.722340 $ 20J80S366 S $ lB.7»S,7!tt t ll.l<WvMII $

«7



Sonomn County Wntw Agency
Combining Statement ̂ .Revtwws, EXIKBMI and Ctaragts In N«IAss«s,'

Sea
Grato» Jjeaigroye Geyseri'illt Witaup Fund Fwid

Supply
FlSKi Tolal

}'o»w sales
Flat charge*

Mm-cltawus

S • I - •$

48J.039 31J30S

S 263IUIO $ l»i,7°i S S7JJ0371
48,704

i mm
6,193

MS8.W8 IOS731J
l.f2S 11S.1W I35.WS

to.ios
IJ5.7S5

2SW?

2864* 27.644.4AO

Optrattaf«l»«>M
SCO-IMS and »upp!i<!8
Depreciation and amortization II3J35 :»,*«

36SJK51
38*23 875,757 U37f04

saooaf?
J.TJi.IM

Total openttret exposes 427.JJ5 331380 Ija7.796 SJ99.722

61350 (M5B4)

InvemnKH wmtagi
Inieratespeme

Noncapital ooMribuliont

16,544
20.966
(5202)

mm

BflM
25.425

15342
21.113

16.HCX)

23,621
142W

5S3W

015^112) (3685W)

l«lj«

431.1TB

4*4

SSJB7
SW.O1

111 At

Toul Bonpmtiaf
44518 44.953 •gSX tl57J75) 1,122.172

ComWotag SUttnwiI of Re
Sonoma Count; Water Agency

»«anilChang«lnN«As«t8-
Enterpf l»t Fumte (coBOnued)

Year Endtd June 30,20&4

(jraton C^yscrvillt

Aitptsrt
UrtAU
Wikiup

Total

fund

Wawr
TrMsnussion

Fund

Water
Supply
Fund Tola)

.NMt (l<«)
«B3W 33^05 (7336S) <«77#98) <8SUSJ) 999,165 aassiBt)

3.CCS.742

9HM aMrti M k^ndHoTTMr 2.759*20

3S30S

2,OM>«!

(73^65) 3,9%

1,71834*

999 Mi (437*72)

»^4,»0 164.132,715

lalMdoTrxr . 1O.705.'7M S 11.146.448 S



Sonant* County Water Agency
Combining Statement of Cash Ffo»s -

Aiijwrt Tostl
LarfifieM Samtalion TransrniBMM

htmtme Geytomlte Uikiup I-and Fund

Water
Supply
Fund

Qn4i am» 6«m«pwmtfm acttvUo
Receipts fan CTBSoowr* $ 4M0OT $ 321.133 $ 287314 $
ReoapK frem inKafund »eivi«i» provided . . . .
Pajtnentsforinterfujidservices used (2$8,9$8) (87320) (9&347) <II3,706)

{73.734; <2«.114l {215,170)

$ U94.7W S 2j«S,7S« I 27.4W22 $ 92*961 $ 30JBU79

(t.257,150) (13.7J9,S3«>
t»lM9) (11377J«j

Nc! auk provided b) (used id)
423M mm M8.727 831933 it575j»lj

Taxes sal »we»amitt« M3^4 - 15342

N<a cash provided by
ffijmaEptaJ n»»n^ng activities 163$4 • 15342

CteUt OOTMI tnm c«plul md

paicta«eofia(iiialMi« C2,7l» (S^87) (42S»!
Pnncipsl paid on c*pilaj siebl 151,0%) • (9,000)
Intensl paid ». capital debt (W^JT) - ISJiJS)
noose* from long-term debs
PKKM* from Fetknt) 'Sale granls
Cajsui wxiinbutioiM • romretaoti («» iZMS - KMX3

Net cas!) pmided by {used «i capital
3ndrctatedfirKMeraSiisii*ilic« !!m»2) CS3.JK7) 143 .»S)

lowest BKOnw 205» 23flSB 21,113

23j62I

33jS21

(42gS») (131JQ79}
(ISiPOO) (14SMTO
(15925) (J27iOW)

I813W

(71319) (4H4SS)

WJ58S (13»3i

S5JS07

55J07

(21WS6)
(412,703)

211322

»«7

0.070W6)

(8S34S5)
4J30fl»S

32B40

(4J1636S)

431,178

SS.W7

5SJW

(3I»4)96)

4SOW5

211522
3,025,742 3JBS.743

1^29,094 056SWOJ

20»S SRM3I

Sonoma County Water Agtnty
Combining Statement ofC»sh ftew* .

ElUtrprlse

V««r Ended Jyiw 30,2M4

Gaum

B Fmri

AHJOH Total
LirMkld SanilatKin
Wikiop _ Fond

Wate
niiHmMsi

Fund Ttxal

NM tamw (tanwr) ta Mh M<
116523

.1JBI34B

00,Traj 82W (296^5) OW.777) (1.74SA5SJ aj032Jll) (4»2563)

5,67632(1 37.1.831 jtjj 3,453,aS

t TTIjga S l|3!?5365

Ul«follow1.jmJ«»3«,J«(M:
9SSMO $
21.PM M.547.777

S 2,4S),5f»

i I34»<» $ S IJ?S365 S 5.471443 $

* of oprraltoi tKont (tea j
to *tt «Mk |«<B>U«I Iqr {»»«) la)

S 6IJ50 S (931J) $ aJSSltS $ tW$3*$ :$ (720,423) $ ffiOSffig) i JS3JB $ («*,»> S (4<e7,«7J)

113535 36.494

Operating income ()<»s|
Adiustmcflts » ret-orealt o

income (lew) i«> net cash
^ovided by opef%lkg activities

DepKscistion and
smartizafcss espeme

Cbsiige i8 *8ge& and lî ti& î

Acaiants pajaMc mill
and other pajaWes

invtotory

38KB 72SQ5 §75.7Sl U37m» J.4«3« 123,741 3.T3U33

7» (i,161» (12^»3) (8W?) (264J90) (100»»!

SS334 {10J17! }3»S) 43,628 {«1JS731 (J10«S)

S 181 37S S $ 42J03 $ '* 3«,727 $ 23394J3 S (43(11921 j

71



Sonoma Count} Water Agency
~ • 8 Statement of CM* Rows-

Vt»r EBdtd Jum 39, lS»t

Sans BUM Fund

Airpt.nl Total Wawr Water
S*a tz&SMd SsmtatHm Tra«smi3iS608 Supply

Oaten Kaaet n Pra«g>»e OgHrjjtfa ^ Wiitiay fart. _ Faj _ Firol _ lotai

.78fl) t

e b fair v^iie of
K ftl Comity Tr^

pooled earti _ $ 83» * 3.719 $ 2J06 S 2393 $ 51̂ 8 > B.7W i 4KM«> S S3XM
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Sonoma County Water Agency

Schedule of Flndingi «nd Questioned Cotte

Year Ended Jane 30,1004

Sectfen I. Summary of Auditors' Results

Type of auditors' report issued:

internal control over financial reporting:
Material weaknesses identified

Rcportable conditions identified not considered
to be material weaknesses

Noncompliance material to financial statements noted

Section II. Financial Stateroenl Findings

No matters was acted.

yes

yes

yes

_JL_
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APPENDIX B

INFORMATION REGARDING PROGRAM PARTICIPANTS
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CITY OF EUREKA

General

The City of Eureka (the "City"), located in Humboldt County, is a charter city initially
incorporated as a town on April 18, 1856 and reincorporated as a city on February 19, 1874. The City
adopted its Charter on February 8, 1895. The City's population as of January 1, 2005 was approximately
26,381 and for the fiscal year 2004-05, the City had a net assessed valuation of $1,485,929,039. See
"Economic and Demographic Information for the City of Eureka and the County of Humboldt" herein.

Governance and Management

The City is governed by a five member city council and Mayor. The current city council
members and Mayor and the expiration dates of their terms are set forth below.

Council Member Title Expiration of Term

Peter La Vallee Mayor November 2006
Mary Beth Wolford Council Member November 2006

Virginia Bass-Jackson Council Member November 2008
Jeff Leonard Council Member November 2006

Chris Kerrigan Council Member November 2008
Mike Jones Council Member November 2006

The City Manager of the City is David W. Tyson. Mr. Tyson has been with the City for
approximately 18 years and has 27 years of experience in city administration and management.
Financial management of the City is provided by Carolynn Thomas, the City's Finance Director. Ms.
Thomas has been with the City for approximately 4 years and has 25 years of experience in financial
management.

Day-to-day management of the City's water system (the "System") is handled by the Public
Works Director of the City, Mike Knight. Mr. Knight has been with the City for 5 years and has
12 years of experience in management of utility systems.

Water System Facilities and Water Supply

The System facilities include a twenty-one million gallon water storage facility, one treatment
plant, and three boost stations. The capacity of the System is eight million gallons per day ("mgd").
The average daily demand on the System is 3.967 mgd.

The City purchases its water supply from the Humboldt Bay Municipal Water District
("HBMWD"), a wholesale water agency, pursuant to an agreement with an expiration date of June 30,
2019, with a negotiable extension to 2029, subject to the terms of a Safe Drinking Water Loan between
HBMWD and the State of California, Department of Water Resources. HBMWD receives its water
from the Mad River and Ruth Lake, a 48,000 acre foot capacity reservoir. HBMWD has up to 20 mgd
of water available for sale to customers in the cities of Eureka and Arcata and the greater Humboldt bay
area. The City projects that the supply of water will be adequate to supply long-term water source needs
for its customers.

B-l



The main water supply to the City is delivered through the Mad River Pipeline. In recent years,
the pipeline has developed a number of leaks, some of which resulted in major pipeline breaks. Repair
of the pipeline involves replacement of sections with new pipe, rehabilitation of certain sections of the
pipeline with a liner, and relocation of other sections through various phases. During the first phase of
the pipeline project, completed in April 2004 and financed through the issuance of CSCDA Series
2002B Revenue Bonds (see "Financial Information" herein), the City repaired the portion of the pipeline
between the Cities of Eureka and Arcata. See "Existing Long-Term Obligations and Planned Capital
Improvements" herein.

Plan of Finance

The City plans to use its share of the CSCDA Series 2005C Revenue Bonds (the "Bonds") to
advance refund the CSCDA Series 2000A Revenue Bonds, currently outstanding in the principal amount
of $7,605,000. This advance refunding will result in debt service savings.

Service Area and Customers

The System serves an area of approximately 17.71 square miles in the City of Eureka and
surrounding areas.

The population of the service area is currently estimated to be approximately the same as that of
the City. The tables below show the current number of connections of the System by user and revenues
by class of user.

Number of Connections by User
As of June 30,

User Type

Single.Family Residential
Multiple Family Residential
Commercial/Institutional
Total All Users

2000 2001 2002 2003 2004

7,240
650

1.396
9,286

7,261
657

1.411
9,329

7,282
664

1.426
9,372

7,781
686

1.166
9,633

7,854
655

1.096
9,605

Source: City of Eureka.

User Type

Single Family Residential
Multiple Family Residential
Commercial/Institutional

Revenues by Class of User
Water System

Fiscal Year 2003-04

Fiscal Year Revenue Percentage of Revenue

$2,396,534
471,449
864,324

61%
12
22

Source: City of Eureka.
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Largest Users. The table below shows the five largest users of the System based on revenues for
the fiscal year 2003-04.

Largest Users
Water System

Fiscal Year 2003-04

Percentage of
Revenue

2.94%
0.96
0.64
0.35
0.34

User Type of Business Revenue
Pacific Choice Food Processing $115,503
St. Joseph Hospital Hospital 37,722
Mission Linen Supply Laundry Service 25,081
Broadway Trailer Court Housing 13,671
Indianola Trailer Court Housing 13,537

Source: City of Eureka.

Water Rates

The City has the power to establish rates and charges as needed to operate the System. Its
charges are established by the City Council and are not subject to review or approval by any other
agency. The City principally relies on the following charges and fees: charges for services, quantity
charges, connection fees and miscellaneous charges.

User Charges. Current user charges through fiscal year 2008-09 were adopted by the City on
August 17, 2004, effective September 1, 2004 and each July 1 of each year thereafter. The service
charge is a readiness to serve charge for water services within the City, to which are added the charges
for water used computed at the quantity rates shown in the Quantity Charge table below. The service
charge for water service outside the City is computed at 2-1/2 times the rates shown below. Quantity
charges are also payable by users in addition to applicable service charges based on meter size and
location of water service, as shown below.

Service Charges
(Minimum/Month)

Meter Size (Inches)

5/8 and 3/4
1

1-1/2
2
3
4
6

Minimum Service Charge (effective on dates specified)
July 1 July 1 July 1 July 1
2005 2006 2007 2008

11.77
19.04
31.15
43.80
95.49

156.05
311.49
493.72

11.89
19.23
31.46
44.24
96.44

157.61
314.60
498.66

12.24
19.81
32.40
45.56
99.34

162.34
324.04
513.62

12.37
20.00
32.73
46.02

100.33
163.96
327.28
518.75

Source: City of Eureka
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Quantity Charge
(per 100 cubic feet of water)

Residential Users (rate per 100 cubic feet):

July 1 July 1 July 1 July 1
2005 2006 2007 2008
2.70 2.73 2.81 2.84

Commercial Users (rate per 100 cubic feet):

Julyl Julyl Julyl July 1
2005 2006 2007 2008
1.88 1.90 1.96 1.98

Source: City of Eureka
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Connection Fees. The following current connection fees were established by resolution,
adopted by the City on March 18, 2003 and effective as of July 1, 2003.

Size
3/4" Meter Charge $230.00

** Installation 700.00-1,300.00 $1,395.00 or
Capital Connection 465.00 $1,995.00

1" Meter Charge $310.00
** Installation 845.00-1,445.00 $2,317.00 or

Capital Connection 1,162.00 $2,917.00
1.5" Meter Charge $530.00

** Installation 1,275.00-1,875.00 $4,130.00 or
Capital Connection 2,325.00 $3,550.00

2" Meter Charge $1,495.00
** Installation 1,510.00-2,110.00 $6,725.00 or

Capital Connection 3,720.00 $7,325.00
3" Meter Charge $1,605.00

** Installation 2,120.00-2,720.00 $8,725.00 or
Capital Connection 5,000.00 $9,325.00

4" Meter Charge $2,560.00
** Installation 2,750.00-3,350.00 $10,310.00 or

Capital Connection 5,000.00 $10,910.00
6" Meter Charge

* Installation at cost plus 20%
Capital Connection 5,000.00

8" Meter Charge
* Installation at cost plus 20%

Capital Connection 5,000.00

* Six-inch (6") and eight-inch (8") meters shall
be furnished by the applicant and shall be subject
to City approval.

** Installation fees vary since the water main is
on one side of the street; the lower amount
applies if installation is near the water main and
the higher fee applies if installation is on the far
side of street.

Source: City of Eureka.
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Rate Comparisons. The table below shows comparative monthly residential water charges for
surrounding areas.

City of Eureka
Comparative Monthly Single Family Residential Water Charges for Surrounding Areas

Agency

City of Arcata

City of Eureka

City of Fortuna

Effective
Date

7/1/2005

7/1/2005

7/1/2004

Humboldt Community Services
District 4/1/2002

Manila Community Services District 10/1 /2002

McKinleyville Community Services
District 7/1/2005

Monthly
Service
Charge

$ 4.65

11.77

12.21

8.05

15.75

6.15

Monthly Total
Commodity Monthly

Charge Charge

Average
Monthly
Usage(1)

$2.50

2.70

1.55

1.45

0.22

1.35

$22.15

30.67

23.06

22.55

17.73

19.65

10

10

(1) Each unit is 100 cubic feet.
Source: City of Eureka. Prepared as of July 21, 2005.

Collections. The City has not experienced any significant uncollected delinquencies exceeding
$35,000 in any one fiscal year over the last 5 years. The City will terminate water service to a customer
within 75 days of nonpayment of a water bill and due notice.

Regulatory Issues

The applicable drinking water standards for the System are provided in the California Domestic
Water Quality and Monitoring Regulations, Title 22 of the California Administrative Code. These
regulations incorporate the requirements of the U.S. Environmental Protection Agency in conformance
with the Safe Drinking Water Act (PL 93-523). The standards specify water quality sampling
frequencies and location as well as maximum concentrations of chemical constituents and are
continuously revised and amended.

The State regulations contain requirements for both primary and secondary drinking water
standards. The primary standards relate to those contaminants that, if exceeding the maximum
contaminant levels ("MCL"), would present a health risk if used for drinking or culinary purposes. The
secondary standards relate to contaminants that, if in excess of MCL, may be objectionable, but
generally do not present a health risk.
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The System's water purchased from HBMWD is generally of good quality, the water quality of
"™" the System meets all existing standards and the System is in compliance with all current Federal and

State requirements.

Existing Long-Term Obligations and Planned Capital Improvements

The terms of the City's existing long-term parity obligations payable from water revenues as of
the date of issuance of the Bonds, other than the Series 2000A Bonds to be defeased upon the issuance
of the Bonds, are summarized in the table below.

Name of Obligation Total Final
Amount Maturity Date Security
Payable

CSCDA Water and $3,455,000 October 1, Water System Net
Wastewater Revenue Bonds 2027 Revenues
Series 2002B

Other planned capital improvements to the System include additional improvements to the Mad
River Pipeline, including replacement of sections with new pipe, rehabilitation of certain sections of the
pipeline with a liner, and relocation of other sections through various phases. Total cost is estimated to
be approximately $10 million over the next 5 fiscal years. The City plans to finance these costs through
future borrowing. See "Water System Facilities and Water Supply" herein.

,_. Financial Information

Financial Statements. A copy of the most recent audited financial statements of the City
prepared by the City and audited by Moss, Levy & Hartzheim (the "Auditor") is included in Appendix A
hereto (the "Financial Statements"). The letter of the Auditor concludes that the audited financial
statements present fairly, in all material respects, the financial position of the City as of June 30, 2004
and the results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America. The Financial Statements should be read
in their entirety. The Auditor has not reviewed or audited this Official Statement.

Historic Operating Results and Debt Service Coverage. The following table is a summary of
consolidated operating results of the enterprise funds related to the System for the fiscal years ending
June 30, 2002 through 2004. The results have been derived from the audited financial statements of the
City and are qualified in their entirety by reference to such statements, including the notes thereto. All
results exclude certain non-cash items and include certain other adjustments. The Auditor has not
reviewed or audited the summary operating results or any other portion of this Official Statement.
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City of Eureka Water System
Summary of Historic Operating Results

Fiscal Years Ended June 30

Revenues

Charges for Services(1)

Investment Income
Miscellaneous
Total Revenues

Expenses®

System Net Revenues

Parity Debt Service
CSCDA Series 2000A Revenue Bonds
CSCDA Series 2002B Revenue Bonds

Total Parity Debt Service
Total Parity Debt Service Coverage

2002

$2,836,801
179,013
31.985

$3,047,799

$2,156,162

$891.637

$433,745
Q

$433.745
2.06

2003

$3,385,867
167,857

0
$3,553,724

$2,197,091

$1.356.633

$433,745
131.938

$565.683

2004

$3,925,894
97,043

310.047
$4,332,984

$2,850,797

$1.482.187

$619,565
255.393

$874.958
1.69

(1) Includes connection fees.
(2) Excludes depreciation, capital expenditures and debt service.
Source: City of Eureka.

Projected Operating Results and Debt Service Coverage. The City's projected consolidated
operating results for the enterprise funds related to the System for the fiscal years ending June 30, 2005
through 2008 are set forth below, reflecting certain significant assumptions concerning future events and
circumstances. The financial forecast represents the City's estimate of projected financial results based
upon its judgment of the probable occurrence of future events. The assumptions set forth in part in the
footnotes to the chart set forth below are material in the development of the City's financial projections,
and variations in the assumptions may produce substantially different financial results. Actual operating
results achieved during the projection period will vary from those presented in the forecast and such
variations may be material.
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City of Eureka
"" Water System

Projected Operating Results
Fiscal Years Ended June 30

2005(1) 2006 2007 2008

Revenues(2)

Charges for Services $4,475,328 $5,191,689 $5,248,424 $5,399,964
Investment Income 18,500 19,055 19,627 20,215
Miscellaneous 10.700 20.547 17.166 18.851

Total Revenues $4,504,528 $5,231,291 $5,285,217 $5,439,030

Expenses(3) $3,156,921 $3,251,629 $3,349,177 $3,449,653

System Net Revenues $1.347.607 $1.979.662 $1.936.040 $1.989.377

Parity Debt Service
CSCDA Series 2000A Revenue Bonds(4) $620,935 $418,242 $ 0
CSCDA Series 2002B Revenue Bonds 251,993 253,493 254,793
CSCDA Series 2005C Revenue Bonds Q 189.373 600.678

Parity Debt Service Total $872.928 $861.108 $855.471

_ Parity Debt Service Coverage 1.54 2.30 2.26 2.29

(1) Derived from actual interim results.
(2) Includes an increase in operating revenue based on rate increase of 20% for fiscal year 2004-05,
13% for fiscal year 2005-06, 1% for fiscal year 2006-07 and 3% for fiscal year 2007-08.
(3) Excludes depreciation, capital expenditures and debt service. Assumes a 3% annual increase in
operating expenses.
(4) The City plans to use its share of the Bonds to advance refund its portion of the CSCDA Series
2000A Revenue Bonds. See "Plan of Finance" herein.
Source: City of Eureka.
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Debt Service Schedule

The following table shows the debt service requirements related to the City for the Bonds.

Annual Period
Ending

October 1
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Total

Principal
$270,000.00
295,000.00
305,000.00
310,000.00
325,000.00
330,000.00
345,000.00
355,000.00
365,000.00
380,000.00
395,000.00
410,000.00
425,000.00
440,000.00
465,000.00
490,000.00
510,000.00
540,000.00
565,000.00
590,000.00

$8,110,000.00

Interest
$356,466.67
327,167.50
319,055.00
310,515.00
301,215.00
290,815.00
279,925.00
268,195.00
255,770.00
242,447.50
228,197.50
212,990.00
197,000.00
180,000.00
158,000.00
134,750.00
110,250.00
84,750.00
57,750.00
29,500.00

$4344,759.17

Total
$626,466.67
622,167.50
624,055.00
620,515.00
626,215.00
620,815.00
624,925.00
623,195.00
620,770.00
622,447.50
623,197.50
622,990.00
622,000.00
620,000.00
623,000.00
624,750.00
620,250.00
624,750.00
622,750.00
619,500.00

$12,454,759.17

Litigation

The City states that there is no action, suit, proceeding, inquiry or investigation, at law or in
equity, before or by any court, threatened that may result in any material adverse change relating to the
finances or operations of the City or the System.

Seismic Risks

The City is located in a seismically active region of northern California. The System and future
planned capital improvements to the System have been or will be designed to meet all applicable seismic
standards. However, there can be no assurance that seismic activity will not significantly damage the
System or adversely affect the local economy.

Economic and Demographic Information for the City of Eureka and Humboldt County

The following economic and demographic information for the City and Humboldt County (the
"County") is supplied as background information only. The City's portion of the CSCDA Series 2005C
Revenue Bonds is payable only from the City's Installment Payments under its Installment Purchase
Agreement with CSCDA. Further, information presented with respect to the County does not
necessarily reflect the status of the City.
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Population. The population of the City as of January 1, 2005 was estimated to be 26,381 which
represents an increase of 0.9% from the population as of January 1, 2001 of 26,134. The following table
shows the rate of population growth for the City as of January 1, 2001 through 2005.

City of Eureka
Population

As ofJanuary 1

2001 26,134
2002 26,125
2003 26,279
2004 26,342
2005 26,381

Source: State of California, Department of Finance.

The population as of January 1, 2005 of the County was estimated to be 131,334 which
represents an increase of 3.0% from the population as of January 1, 2001 of 127,098. The following
table shows the rate of population growth for the County as of January 1, 2001 through 2005.

Humboldt County
Population

As ofJanuary 1

2001 127,098
2002 127,986
2003 129,243
2004 130,392
2005 131,334

Source: State of California, Department of Finance.
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Employment. As of May 2005, the annual average civilian labor force in the County was
61,600. This is an increase of 2.0% from the annual average civilian labor force of 60,600 for 2001.
The table below shows figures for the civilian labor force and comparative unemployment rates from
2001 through May 2005.

Humboldt County
Civilian Labor Force, Employment and Unemployment

Annual Averages(1)

Annual Average 2001 2002 2003 2004 2005(2)

Labor Force 60,600 61,100 61,200 61,000 61,600
Employment 57,000 57,000 57,000 57,000 58,400
Unemployment 3,600 4,100 4,200 4,000 3,200
Unemployment Rate 6.0 6.7 6.8 6.5 5.2

(1) March 2004 Benchmark; data not seasonally adjusted.
(2) As of May 2005.
Source: State of California, Employment Development Department.

Personal Income. Between 1998 and 2003, the County's median household effective buying
income increased 25%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.

Humboldt County
Effective Buying Income

Total Effective Median Household
Buying Income Effective Buying

Year (OOP's Omitted) Income

1998 $1,607,034 $23,917
1999 1,667,451 25,006
2000 1,781,498 27,505
2001 1,814,243 27,016
2002 1,903,878 29,055
2003 1,921,325 29,780

Source: Sales and Marketing Management, Survey of Buying Power.
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Assessed Valuation. The following table shows the assessed valuations for the City for fiscal
years 1999-00 through 2004-05.

City of Eureka
Assessed Valuations

Total Before
Local Secured Utility Unsecured Rdv. Increment

2000-01 $1,100,984,432 $2,710,763 $131,680,952 $1,235,376,147
2001-02 1,136,731,894 3,017,813 141,895,475 1,281,645,182
2002-03 1,184,229,596 3,341,442 134,635,927 1,322,206,965
2003-04 1,251,596,692 3,341,442 132,405,212 1,387,343,346
2004-05 1,337,990,063 3,341,442 144,597,534 1,485,929,039

Source: California Municipal Statistics, Inc.
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Major Employers. The following table shows the major employers in the County.

Humboldt County
Major Employers

2005

Employer Name

Blue Lake Casino

CalTrans

Cher-ae Heights Casino

College of the Redwoods

Eureka City Hall

Eureka High School

Gain Program Dept-Social Svc

HCAR

Humboldt County Education Ofc

Humboldt County Health Dept

Humboldt County Mental Health

Humboldt County Risk Mgmt

Humboldt County Sheriff Dept

Humboldt County Social Svc

Humboldt Mental Health Adm

Mad River Community Hospital

Pacific Choice Seafood Inc

Public Health Adm

Redwood Community Action Agncy

Redwood Memorial Hospital

Sempervirens Inpatient 24 Hr

Simpson Resource Co

St Joseph Health System

St Joseph Hospital

Sun Valley Floral Farms

Location Industry

Blue Lake Casinos

Eureka Government Offices-State

Trinidad Casinos

Eureka Schools-Universities & Colleges Academic

Eureka City Government-Executive Offices

Eureka Schools

Eureka Restaurants

Eureka Non-Profit Organizations

Eureka Schools

Eureka County Government-Public Health Programs

Eureka Crisis Intervention Service

Eureka Government Offices-County

Eureka Sheriff

Eureka County Government-Social/Human Resources

Eureka County Government-Public Health Programs

Arcata Hospitals

Eureka Prepared Fish & Seafood Products (Mfr)

Eureka County Government-Public Health Programs

Eureka Social Service & Welfare Organizations

Fortuna Hospitals

Eureka Mental Health Services

Korbel Logging Companies

Eureka Hospitals

Eureka Hospitals

Arcata Greenhouses

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.
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SONOMA VALLEY COUNTY SANITATION DISTRICT

General

The Sonoma Valley County Sanitation District (the "District") is located in Sonoma County (the
"County"), approximately 40 miles north of the City and County of San Francisco. Incorporated in
1949, the District is a county sanitation district under the Community Sanitation District Act, Section
4700 et seq. of the California Health and Safety Code. The District provides wastewater collection,
treatment and disposal service to over 30,000 residents in the Sonoma Valley area. The District service
area includes the City of Sonoma (the "City") and several communities in the Valley of the Moon
including Glen Ellen, Boyes Hot Springs and El Verano. There are four County Sanitation Districts in
the County, which include Occidental, Russian River, the District and South Park (collectively, the
"Sanitation Districts"). The Sanitation Districts are managed by SCWA which provides engineering,
environmental, administration, operational and maintenance services. The Sanitation Districts are
separate special districts responsible for maintaining and operating their local collection systems, pump
stations, and treatment plants. Each District has an ordinance defining policies, including user fees.

The District is a separate legal entity from SCWA, the County and the three other Sanitation
Districts with separate and independent finances and operations. Only the Net Revenues of the District
will be available for payment of the Installment Payments relating to the District's financing (see "Plan
of Finance" below) and no other revenues of SCWA or the County will be available for these
Installment Payments.

Governance and Management

The District is governed by a three-member governing board. The District's board includes the
Mayor of the City of Sonoma, the Chair of the County Board of Supervisors and the District 1 County
Supervisor. The current directors and the expiration dates of their terms are set forth below.

Member Title Expiration of Term
Tim Smith Chair January 2009

Valerie Brown Director January 2009
Larry Barnett Director November 2006

Management of the District is provided by Randy Poole, General Manager/Chief Engineer of the
Sonoma County Water Agency. Mr. Poole has been with SCWA since 1991 and managed utility
systems for approximately 28 years.

Wastewater System

The District owns and operates the Sonoma Valley Wastewater Treatment Plant (the "Treatment
Plant") located south of the City. The Treatment Plant has a dry weather design flow of 3.0 million
gallons per day (mgd) and can treat up to 11.5 mgd during wet weather to secondary wastewater
treatment standards. The plant discharges approximately 2.8 mgd average dry weather flow and an
average annual effluent flow of 3.5 mgd. Wastewater is collected using a gravity collection system of

_ pipes and mains, and flows to the District treatment plant for processing. Reclaimed water is discharged
to the San Pablo Bay via Schell Slough during the winter, and used for irrigation of local crops during
the summer.
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In 1997, SCWA, in the capacity of its operational responsibility for the District, identified certain
plant deficiencies, and prioritized the capital work necessary to keep the District's wastewater system
operating at regulatory standards. SCWA developed a capital replacement program, requiring $40 to
$50 million through fiscal year 2015-16. The largest component of the program was the replacement
and rehabilitation of the collection system, which involved replacing approximately two miles of main
truck lines every year for a total for 24.5 miles from fiscal years 1998-99 through 2013-14. SCWA
identified that annual rate increases of approximately 5% were required to provide a revenue source to
pay for the program. The balance of this program was funded through the issuance of $21,410,000 in
Sonoma County Water and Wastewater Financing Authority 1998 Special Revenue Bonds (the "1998
Bonds"). A portion of the CSCDA Water and Wastewater Bonds, Series 2005C (the "Bonds") will
advance refund a portion of the 1998 Bonds. See "Plan of Finance" and Existing Long-Term
Obligations and Planned Capital Improvements" below.

Plan of Finance

A portion of the proceeds of the District's share of the Bonds is being used to advance refund a
$11,095,000 portion of the 1998 Bonds, currently outstanding in the principal amount of $17,555,000.
This advance refunding will result in debt service savings. For a description of the project financed by
the 1998 Bonds, see "Wastewater System" above.

Service Area and Customers

The System serves an area of approximately 7.03 square miles in the service area.

Population of the service area is currently estimated to be 32,000. The tables below show the
current number of Equivalent Single-Family Dwelling Unit ("BSD") of the System by classification of
user.
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Sonoma Valley County Sanitation District
Number of Customers by Category

as of June 30, 2003 to 2005

User Type 2003 2004 2005

Residential

Commercial

Industrial

Irrigated Farm

Dry Farm

Recreational

Institutional

Miscellaneous

Government

Total All Users

BSD
12,249

1,888

837

7

5

85

293

11

1,099

16,474

%of
Total
74.4

11.5

5.1

0.0

0.0

0.5

1.8

0.1

6.7

100.0U)

BSD
12,404

1,917

850

7

5

85

293

11

1,099

16,671

%of
Total
74.4

11.5

5.1

0.0

0.0

0.5

1.8

0.1

6.6

100.0

ESP
12,488

1,951

863

7

5

85

361

11

1,099

16,870

%of
Total
74.0

11.6

5.1

0.0

0.0

0.5

2.1

0.1

6.5

100.0W

^Totals may not add due to rounding.
Source: Sonoma Valley County Sanitation District.

Largest Users, The table below shows the ten largest users of the System based on revenues for
the fiscal year 2003-04.

Sonoma Valley County Sanitation District
Largest Users

Fiscal Year 2003-04

User
Sonoma Development Center
Sebastian! Vineyards

De Anza Moon Valley LLC
Cathedral Canyon Mobile Estates
Sonoma Mission Inn
Vivani, Lawrence P. & Jacquelyn
Rancho Vista
Sonoma Valley Unified School District
Sonoma LLC
Aquirre, Hal C. TR
Total

Type of Business
State Medical Facility
Winery

Mobile Home Park
Mobile Home Park
Hotel
Cheese Factory
Mobile Home Park
School
Hotel
Mobile Home Park

Revenue
$452,460.06
266,532.12

96,033.65
90,852.48
78,960.42
80,928.72
65,124.00
57,785.40
55,593.54
49.377.60

$1,293,647.99

Percentage of
Revenue
6.69%
3.94

1.42
1.34
1.17
1.20
0.96
0.85
0.82
0.73

19.13%(1)

^Totals may not add due to rounding.
Source: Sonoma Valley County Sanitation District.
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Wastewater Rates

The District has the power to establish rates and charges as needed to operate the wastewater
system. Its charges are established by its governing board and are not subject to review or approval by
any other agency. The District principally relies on the following charges and fees: service charges and
connection fees.

Ordinance No. 72 of the District, adopted April 19, 2005 established the present service charges
which have been in effect since July 1, 2005. Service charges for each fiscal year are, pursuant to
Section 5473 of the Health and Safety Code of the State of California, collected on the tax roll of
Sonoma County, or, in some cases, invoiced directly by the District. The Board of the District annually
prepares a written report for the County Tax Collector which contains a description of each parcel
receiving sewer service and the amount of the charge for each parcel for such fiscal year, in
conformance with Ordinance No. 51. The charge appears as a separate item on the tax bill, and is
collected at the same time and in the same manner as ordinary County ad valorem property taxes, and is
subject to the same penalties and the same procedure and sale in case of delinquency as provided for
such taxes. If the District determines that a user is exceeding the use for which the user is charged on its
tax bill, the District may impose an additional service charge. In addition, the District may recalculate
the user's Annual Service Charge (defined below) and charge additional connection fees. Such
additional charges and fees may be invoiced or collected on the tax bill. If additional charges and fees
are invoiced and not paid within 30 days of the invoice, a basic penalty of ten percent for nonpayment
and an additional penalty of 1 1/2 % per month are added to the charges and/or fees due.

Service Charges. Rates charged to residential and commercial users are calculated by
multiplying the BSD of each user by the Annual Sewer Service Charge. Ordinance No. 51 defines
"Annual Sewer Service Charge" as a charge for use of the sewer system for a period of one year to each
user and based on the estimated or actual usage of the Wastewater System. The Annual Sewer Service
Charge is established by the estimated annual cost of operating, maintaining, and replacing the sewer
system, as submitted by the Board of the District each year. For fiscal year 2004-05, an Annual Sewer
Service Charge of $486 per BSD, and the average flow of 200 gallons per day, was set by Ordinance 69.
The table below illustrates the change in Annual Sewer Service Charges since fiscal year 2000-01.

Sonoma Valley County Sanitation District
Annual Sewer Service Charges

Fiscal Years 2000-01 through 2004-05

Fiscal Year Charge Per ESP Percent Increase

2000-01 $377 5.6%
2001-02 400 6.1
2002-03 427 6.8
2003-04 455 6.6
2004-05 486 6.8

Ordinance No. 63 establishes various use categories and the corresponding BSD. Single-family
and condominiums have an BSD of 1.00; multi-family, mobile homes and other residential uses have an
BSD of 0.80. Commercial uses have ESDs ranging from 0.01 (for churches, halls and lodges) to 2.59
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per seat and pre thousand square feet for eat-in and take-out restaurants. Schools have ESDs of 0.05 per
student day (elementary) and 0.07 per student day (high school).

When requested by a user with five or more ESDs of capacity for any one parcel, the District's
General Manager/Chief Engineer may allow the Annual Service Charges to be based on actual measured
usage of the sewer system. The methodology used to calculate service charge for this option is as
follows:

Wastewater Flow 0.0048 per gallon/day x 365 days
Biochemical Oxygen Demand 0.2828 per pound/day x 365 days
Total Suspended Solids 0.0503 per pound/day x 365 days

The General Manager/Chief Engineer may bill the sewer service charge for industrial or unusual
commercial users on a more frequent basis than annually.

Connection Fees. Sewage system connection fees must be paid by all users, prior to the
issuance of a permit to connect. Connection fees are currently calculated by multiplying the BSD of
each user by a connection fee of $9,057.91. Pursuant to the District's Water Conservation Program, a
credit of $1,500 per BSD is granted for offsetting an equal quantity of flow by retrofitting existing
facilities with water-saving devices as stipulated by the Water Conservation Program. The connection
fee may be adjusted each July 1 in proportion to the change in the Engineering News Record
Construction Cost Index for San Francisco. The table below shows the change in connection fees since
fiscal year 2000-01.

Sonoma Valley County Sanitation District
Annual Connection Fees

Fiscal Years 2000-01 through 2004-05

Fiscal Year Charge per ESP Percent Increase

2000-01 $7,797.40 4.90%
2001-02 8,109.30 4.00
2002-03 8,360.69 3.10
2003-04 8,561.35 2.40
2004-05 9,057.91 5.80

Delinquencies. The District has not experienced any significant delinquencies exceeding 4%
over the last 5 years. Delinquency rates are insignificant because revenues for services are assessed and
collected on tax rolls.

Permits

The District operates under Regional Water Quality Control Board Order No. R2-2002-0046,
permit number CA0037800. The permit expires on February 28, 2007. The District is in compliance
with the requirements of the permit.
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Existing Long-Term Obligations and Planned Capital Improvements

As of the date of issuance of the Bonds, the terms of the District's existing long-term obligations
payable from wastewater revenues are summarized in the table below.

Name of Obligation
Sonoma County Water and
Wastewater Financing Authority
1998 Special Revenue Bonds(1)

State Revolving Loans

Final
Total Maturity Date Security Priority

$6,460,000 August 2023 Wastewater Parity
Net

Revenues

$392,518 July 2014 Wastewater
Net

Revenues

Parity

(1) A portion of this obligation will be advanced refunded with the CSCDA Water and
Wastewater Revenue Bonds Series 2005C. See "Plan of Finance" above.

Planned capital improvements to the System include, but are not limited to, the replacement of
certain trunk mains, participation in the multidistrict Napa-Sonoma Salt Marsh Project through which
the District expects to provide recycled water and finance a portion of the total cost of the Napa-Sonoma
Salt Marsh Project, the construction of a Bio-Solids Handling Facility, the Recycled Water Project,
which will consist of the construction of a series of pipelines from the Treatment Plant to areas in the
Sonoma Valley and the rehabilitation of certain collection systems. Such capital improvements are
estimated to cost approximately $17 to $28 million in fiscal years 2005 through 2016. The District plans
to finance these costs through service charges and connection fees. Planned capital improvements to the
System also include upgrading to tertiary treatment, which is expected to be funded by a future State
Revolving Loan Fund in the amount of $6.5 million. See "Wastewater System" above and "Financial
Information- Projected Operating Results and Debt Service Coverage" below.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of the Sanitation
Districts prepared by the Sanitation Districts and audited by the Sanitation Districts' accountant (the
"Auditor") is included in Appendix A hereto (the "Financial Statements"). The Auditor's letter
concludes that the audited financial statements present fairly, in all material respects, the financial
position of the Sanitation Districts as of June 30, 2004 and the results of their operations and cash flows
for the year then ended in conformity with generally accepted accounting principles. The Financial
Statements should be read in their entirety. The Auditor has not reviewed or audited this Official
Statement.
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Historic Operating Results. The following table is a summary of operating results of the District
for the fiscal years ending June 30, 2002 through 2004. The results have been derived from the audited
financial statements of the District and are qualified in their entirety by reference to such statements,
including the notes thereto. All results exclude certain non-cash items and include certain other
adjustments. The Auditor has not reviewed or audited the summary operating results or any other
portion of this Official Statement.

Sonoma Valley County Sanitation District
Summary of Historic Operating Results

Fiscal Years Ended June 30

2002 2003 2004
Revenues

Service Charges $5,657,808 $6,075,113 $6,573,512
Charges for Services 640,657 687,894 829,648
Interest Earnings 706,248 554,683 215,841
Other 577 4,495 15.452

Total Revenues $7,005,290 $7,322,185 $7,634,453

Operating Expenses(1) $4,564,018 $4,759,324 $4,441,567

System Net Revenues $2.441.272 $2.562.861 $3.192.886

Parity Debt Service
Sonoma County Water and Wastewater $1,462,243 $1,460,609 $1,427,511
Financing Authority 1998 Special Revenue
Bonds(2)

State Revolving Loans 50.000 50.000 49,895
Total Parity Debt Service $1.512.243 $1.510.609 $1.477.406
Total Parity Debt Service Coverage 1.61 1.70 2.16

Excludes depreciation and capital expenditures as well as transfers between the District's funds.
(2) Net of interest earnings.
Source: Sonoma County Sanitation Districts.

Projected Operating Results and Debt Service Coverage. The District's estimate of projected
operating results for the System for the fiscal years ending June 30, 2005 through 2008 are set forth
below, reflecting certain significant assumptions concerning future events and circumstances. The
financial forecast represents the District's estimate of projected financial results based upon its judgment
of the probable occurrence of future events. The assumptions set forth in part in the footnotes to the
chart set forth below are material in the development of the District's financial projections, and
variations in the assumptions may produce substantially different financial results. Actual operating
results achieved during the projection period will vary from those presented in the forecast and such
variations may be material.
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Sonoma Valley County Sanitation District
Wastewater System

Projected Operating Results
Fiscal Years Ended June 30

2005(1) 2006 2007 2008

Revenues
Service Charges $7,024,589 $7,372,337 $7,911,781 $8,490,622
Charges for Services 967,309 910,000 976,586 1,048,035
Interest Earnings(2) 268,560 75,000 108,019 118,712
Other Revenues 74.022 80.000 80.000 80.000

Total Revenues $8,334,480 $8,437,337 $9,076,386 $9,737,369

Operating Expenses(3) $5,074,266 $5,398,800 $5,614,752 $5,839,342

System Net Revenues S3.26Q.214 $3.038.537 $3.461.634 $3.898.027

Parity Debt Service
Sonoma County Water and $1,478,793 $1,043,396 $306,850 $306,850
Wastewater Financing
Authority 1998 Special
Revenue Bonds(4)

State Revolving Loan(5) 49,894 49,894 49,894 49,894
CSCDA2005C 0 198.343 966.893 994.555
Wastewater Revenue
Bonds

Total Parity Debt Service $1.528.687 $1.291.633 $1.323.637 $1.351.299

Total Parity Debt Service
Coverage 2.13 2.35 2.62 2.88

(1) Derived from adopted budget; preliminary and unaudited.
® Assumes 2.5% rate of interest on cash balance.
(3) Excludes depreciation, capital expenditures and debt service. Assumes 4% annual increase in
operating expenses.
(4' A portion of the proceeds of the District's share of the Bonds is being used to advance refund a
portion of the 1998 Bonds. See "Plan of Finance" above.
^5) Financed an outfall rehabilitation project. See the Financial Statements related to the District
included in Appendix A attached hereto.
Source: Sonoma County Water Agency.
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Debt Service Schedule

The following table shows the debt service requirements of the Bonds related to the District.

Annual Period
Ending

October 1
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Total

Principal
$625,000.00
670,000.00
690,000.00
705,000.00
730,000.00
755,000.00
775,000.00
805,000.00
830,000.00
860,000.00
895,000.00
930,000.00
970,000.00

$10,240,000.00

Interest
$373,352.00
333,767.50
315,342.50
296,022.50
274,872.50
251,512.50
226,597.50
200,247.50
172,072.50
141,777.50
109,527.50
75,070.00
38,800.00

$2,808,962.00

Total
$998,352.00
1,003,767.50
1,005,342.50
1,001,022.50
1,004,872.50
1,006,512.50
1,001,597.50
1,005,247.50
1,002,072.50
1,001,777.50
1,004,527.50
1,005,070.00
1,008,800.00

$13,048,962.00

Litigation

Other than as described below, the District states that there is no action, suit, proceeding, inquiry
or investigation, at law or in equity, before or by any court, threatened that may result in any material
adverse change relating to the finances or operations of the District or the System.

In December 2004, Northern California River Watch ("River Watch") filed a citizen action
alleging violations of the Federal Clean Water Act, naming the District as a defendant. The complaint
was not served on the District. In January 2005, River Watch entered into a Tolling Agreement with the
District and other defendants to attempt to negotiate a settlement of the action. As part of the Tolling
Agreement, River Watch has withdrawn its complaint and agreed not to re-file a complaint during the
negotiation period. The District cannot predict what costs or liabilities may arise from these alleged
violations.

Seismic Risks

The District is located in a seismically active region of northern California. The System and
future planned capital improvements to the System have been or will be designed to meet all applicable
seismic standards. However, there can be no assurance that seismic activity will not significantly
damage the System or adversely affect the local economy.

Other Information

On June 9, 1998, the Board of Directors of the District adopted a resolution declaring that until
the existing capital improvement program plan of the District is substantially completed, the District is
unable to serve properties outside of the District's boundaries. As such, the District has determined not
to consent to the annexation of additional territory to its service area until substantial completion of such

B-23



capital improvement program, subject to certain exceptions. The District does not anticipate that such
action will adversely affect its operations or its ability to generate sufficient revenues to pay its
obligations related to the Bonds.

Economic and Demographic Information for Sonoma County

Population. The population for Sonoma County as of January 1, 2005 was estimated to be
478,440, an increase of 3% above the population of 464,764 as of January 1, 2001. The following table
shows the rate of growth for the County as of January 1, 2001 through January 1, 2005.

Sonoma County
Population

as of January 1

2001 464,764
2002 469,069
2003 471,644
2004 474,993
2005 478,440

Source: State of California, Department of Finance.

Employment. As of May 2005, the civilian labor force in the County reached 256,900. This is a
decrease of 0.6% over the civilian labor force of 258,400 for 2001. The table below lists figures for the
civilian labor force and comparative unemployment rates for 2001 through May 2005.

Sonoma County
Civilian Labor Force, Employment and Unemployment

Annual Average 2001 2002 2003 2004 2005(1)

Labor Force 258,400 258,300 255,400 257,500 256,900
Employment 249,000 245,200 241,500 244,800 246,800
Unemployment 9,400 13,100 13,900 12,700 10,100
Unemployment Rate 3.6% 5.1% 5.4% 4.9% 3.9%

(1) Data through May.
Source: State of California, Employment Development Department
March 2004 Benchmark; data are not seasonally adjusted.

Personal Income. Between 1999 and 2003, the County's median household effective buying
income increased 13%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.
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Year
1999
2000
2001
2002
2003

Sonoma County
Effective Buying Income

as of January 1

Total Effective
Buying Income
(OOP's Omitted)

$8,713,893
9,990,942

10,096,031
10,167,530
10,340,723

Median Household
Effective Buying

Income
$42,479
47,956
47,908
47,085
48,008

Source: Survey of Buying Power, Sales and Marketing Management.

Assessed Valuation. The following table shows the assessed valuations for the County from
fiscal years 2000-01 through 2004-05.

Sonoma County
Assessed Valuations

2000-01
2001-02
2002-03
2003-04
2004-05

Non-Unitary
Local Secured
34,044,892,664
38,443,110,290
41,793,083,472
45,433,401,576
49,316,843,153

Utility
3,363,840
8,360,309
8,132,840
5,298,095
5,341,095

Total Before
Unsecured

1,647,402,225
1,894,683,375
2,093,704,089 (1)
2,186,395,452 (1)
2,134,188,378

Unitary
Rdv. Increment
35,695,658,729
40,346,153,974
43,894,920,401
47,625,095,123
51,456,372,626

Utility Valuation
660,796,655
628,307,973
724,606,272
639,353,562
606,454,153

(1) Includes aircraft valuations.
Source: California Municipal Statistics, Inc.

Major Employers. The following table shows the major employers in the County of Sonoma.
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Sonoma County Major Employers
2005

Employer

Advanced Fibre Communications

Agilent Technologies Inc.

Amy's Kitchen Inc.

Army National Guard

Arterial Vascular Engineering

Kaiser Foundation Hospital

Medtronic Interventional Vsclr

Petaluma Valley Hospital

Recreation & Parks Adm

Santa Rosa Junior College

Santa Rosa Memorial Hospital

Sola Optical USA Inc.

Sola Optical USA Inc.

Sonoma County Human Svc Dept

Sonoma County Sheriff

Sonoma Developmental Ctr

Sonoma Mission Inn & Spa

Sonoma State University-Anthro

Sonoma Valley Hospital

State Farm Insurance

Sunrise Industries

Sutter Medical Ctr-Santa Rosa

Us Coast Guard

Washington Mutual

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.

Location

Petaluma

Rohnert Park

Santa Rosa

Santa Rosa

Santa Rosa

Santa Rosa

Santa Rosa

Petaluma

Santa Rosa

Santa Rosa

Santa Rosa

Petaluma

Petaluma

Santa Rosa

Santa Rosa

Eldridge

Sonoma

Rohnert Park

Sonoma

Cotati

Eldridge

Santa Rosa

Petaluma

Santa Rosa

Industry

Telecommunications Services

Computers-Electronic-Manufacturers

Frozen Food Processors

State Government-National Security

Physicians & Surgeons Equip & Supls-
Whol

Hospitals

Physicians & Surgeons Equip & Supls-Mfrs

Hospitals

Parks

Schools-Universities & Colleges Academic

Hospitals

Optical Goods-Manufacturers

Optical Goods-Wholesale

County Government-Social/Human
Resources

Sheriff

Hospitals

Hotels & Motels

Schools

Hospitals

Insurance

Assembly & Fabricating Service

Hospitals

Federal Government-National Security

Real Estate Loans
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AIRPORT-LARKFIELD-WIKIUP SANITATION ZONE
OF THE SONOMA COUNTY WATER AGENCY

General

The Airport-Larkfield-Wikiup Sanitation Zone (the "Zone") is a sanitation zone within the
Sonoma County Water Agency ("SCWA"). SCWA is a public entity established under special enabling
legislation, California Water Code Appendix 53-1 et seq. The Zone was established on December 7,
1982 and is a separate enterprise fund of SCWA. SCWA is located in Sonoma County (the "County").

Only the Net Revenues of the Zone will be available for payment of the Installment Payments
relating to the Zone's financing (see "Plan of Finance" below) and no other revenues of SCWA or the
County will be available for these Installment Payments.

Governance and Management

SCWA, the Zone and the County are governed by a five-member governing board of directors.
The current directors and the expiration dates of their terms are set forth below.

Member Title Expiration of Term
Tim Smith Chair January 2009
Paul Kelley Vice-Chair January 2007

Valerie Brown Director January 2009
Mike Kerns Director January 2007
MikeReilly Director January 2009

Management of the Zone is provided by Randy Poole, General Manager/Chief Engineer. Mr.
Poole has been with SCWA since 1991 and has approximately 28 years experience operating utility
systems.

Wastewater System

The Zone's wastewater system (the "System") facilities include a wastewater collection system,
treatment plant, recycled water pipelines, storage ponds, and an irrigation system. The treatment
capacity of the System is .9 million gallons per day ("mgd"). The average daily demands on the System
is .75 mgd. The peak flow is 2.0 mgd. See "Permits and Other Regulations" below.

Plan of Finance

A portion of the proceeds of the Zone's share of the CSCDA Series 2005C Revenue Bonds (the
"Bonds") is being used to advance refund the Zone's portion of the CSCDA Series 2000B Revenue
Bonds, currently outstanding in the principal amount of $6,000,000. This advance refunding will result
in debt service savings.

Service Area and Customers

The System serves an area of approximately 4.63 square miles in the unincorporated area north
of Santa Rosa and south of the Town of Windsor.
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Population of the service area is currently estimated to be 4,255. The tables below show the
current number of connections/Dwelling Unit Equivalents ("DUEs") of the System by classification of
user and revenues by class of user.

Airport-Larkfield-Wikiup Sanitation Zone
Number of Connections and DUEs by Classification of User

As of June 30, 2001 to 2004

User Type

Single Family
Residential

Multiple
Family
Residential

Commercial/
Institutional

Other

Total All Users

2001
Connections

1,611

68

145

19

1,843

2002
DUEs
1,601

511

690

299

3,101

Connections
1,618

78

145

19

1,860

DUEs
1,620

607

690

299

3,216

2003
Connections

1,618

67

165

19

1,869

2004
DUEs
1,620

563

777

299

3,259

Connections
1,635

67

172

19

1,893

DUEs
1,635

563

755

299

3,252

Source: Sonoma County Water Agency.

Airport-Larkfield-Wikiup Sanitation Zone
Revenues by Class of User

Fiscal Year 2003-04

User Class

Single Family Residential
Multiple Family Residential
Commercial/Industrial
Other

Fiscal Year Revenue

$640,920
220,692
295,960
117,208

Percentage of Operating
Revenue

50%
17
24

9

Source: Sonoma County Water Agency.

Largest Users. The table below shows the five largest users of the System based on revenues for
the fiscal year 2003-04.
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Airport-Larkfield-Wikiup Sanitation Zone
Largest Users

Fiscal Year 2003-04

Percentage of
User Type of Business Revenue Revenue

County of Sonoma Airport $58,808 4.9%
Lee, Stephen & Susan, et al. Residential Units 26,970 2.2
Lilli Ann Properties Residential Units 25,272 2.1
Mark West Union School District School 23,896 1.9
Fio Rio, Robert & Elizabeth Mobile Home Park 18,001 1.5

Source: Sonoma County Water Agency.

Wastewater Rates

SCWA has the power to establish rates and charges as needed to operate the System. Its charges
are established by its governing board and are not subject to review or approval by any other agency.
SCWA principally relies on the following charges and fees: charges for services, connection fees and
miscellaneous charges.

Charges and Connection Fees. The following annual charges and connection fees were
established for residential and commercial wastewater service by Ordinance No. 45 adopted by the
Board of Directors of SCWA (the "Board") on April 19, 2005, which became effective on July 1, 2005.
The service charges and connection fees are based on Equivalent Single-Family Dwelling ("ESD") as
defined in Section 2.01 of Ordinance No. 15 of SCWA.

Household Service Charge. The annual household service charge is $415 and has been in effect
since July 1,2005.

Household Connection Fee. The Zone's current household connection fee is $8,056 per ESD.

Commercial Service Charge. The Zone's current commercial service charge is $415 per ESD.

Commercial Connection Fee. The Zone's current commercial connection fee is $8,056 per ESD.

Delinquencies. The Zone has not experienced any significant delinquencies exceeding 6%
over the last 5 years. Delinquency rates are insignificant because revenues for services are assessed and
collected on tax rolls.

Permits

The Zone operates under Regional Water Quality Control Board ("RWQCB") Order No. Rl-
2001-69. An NPDES permit is not required for the Zone, as it operates as a "zero-discharge" treatment
plant. The Zone is in compliance with the RWQCB order.
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Existing Long-Term Obligations and Planned Capital Improvements

As of the date of issuance of the Bonds, SCWA will have no other existing long-term obligations
payable from wastewater revenues of the Zone.

Planned capital improvements to the System include, but are not limited to, the replacement of
underground fuel storage with above ground tanks, the removal of settling pond sludge, the replacement
of certain filter modules, the construction of a fourth aeration basin to treat incoming flows, the
construction of a chlorine gas scrubber system and the construction of a storage pond for secondary
effluent. Such capital improvements are estimated to cost approximately $1.1 to 4.9 million in fiscal
years 2005 through 2015. SCWA plans to finance these costs through service charges and connection
fees. Planned capital improvements to the System also include a photovoltaic project, which will provide
solar power to the Zone. A portion of the costs of the photovoltaic project is expected to be financed
through a master lease purchase agreement. The remaining balance of the costs (approximately $1.6
million) is expected to be funded with a rebate from Pacific Gas & Electric. See "Financial
Information- Projected Operating Results and Debt Service Coverage" below.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of SCWA
prepared by SCWA and audited by SCWA's accountant (the "Auditor") is included in Appendix A
hereto (the "Financial Statements"). The Auditor's letter concludes that the audited financial statements
present fairly, in all material respects, the financial position of SCWA as of June 30, 2004 and the
results of its operations and cash flows for the year then ended in conformity with generally accepted
accounting principles. The Financial Statements should be read in their entirety. The Auditor has not
reviewed or audited this Official Statement.

Historic Operating Results. The following table is a summary of operating results of the Zone
for the fiscal years ending June 30, 2002 through 2004. The Zone is accounted for as an enterprise fund
of SCWA. These results have been derived from the audited financial statements of SCWA and are
qualified in their entirety by reference to such statements, including the notes thereto. All results
exclude certain non-cash items and include certain other adjustments. The Auditor has not reviewed or
audited the summary operating results or any other portion of this Official Statement.
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Airport-Larkfield-Wikiup Sanitation Zone Wastewater System
Summary of Historic Operating Results

Fiscal Years Ended June 30

2002 2003 2004
Revenues

Service Charges $1,009,921 $1,097,737 $1,202,491
Connection Fees 358,111 274,168 181,540
Interest Earnings 129,391 67,961 (23,803)
Other Q 3.228 4.882

Total Revenues $1,497,423 $1,443,094 $1,365,110

Operating Expenses(1) $815,802 $961,217 $1,052,039

System Net Revenues $681.621 $481.877 $313.071

Parity Debt Service
CSCDA 2000B Wastewater $473.385 $471.460 $470.512
Revenue Bonds(2)

Total Parity Debt Service 1.44 1.02 0.67
Coverage®

(1) Excludes depreciation and capital expenditures.
(2) Net of interest earnings.
(3) Connection fees included in the calculation of net revenues reflect a significant amount of new
development occurring within the Zone. Due to the sporadic nature of connection fees, the Zone
did not meet its bond debt service coverage requirement during fiscal years 2002-03 and 2003-04.
User fees were increased in each of these fiscal years to attempt to meet the 120% debt service
coverage requirement, but connection fees were significantly lower than projected due to an
unanticipated delay in receipt of development fees. Debt service was paid on time and in full from
excess Zone reserves.
Source: Sonoma County Water Agency.

Projected Operating Results and Debt Service Coverage. The Zone's estimate of projected
operating results for the System for the fiscal years ending June 30, 2005 through 2008 are set forth
below, reflecting certain significant assumptions concerning future events and circumstances. The
financial forecast represents the Zone's estimate of projected financial results based upon its judgment
of the probable occurrence of future events. The assumptions set forth in part in the footnotes to the
chart set forth below are material in the development of the Zone's financial projections, and variations
in the assumptions may produce substantially different financial results. Actual operating results
achieved during the projection period will vary from those presented in the forecast and such variations
may be material.
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Airport-Larkfield-Wikiup Sanitation Zone
Wastewater System

Projected Operating Results
Fiscal Years Ended June 30

Revenues
Service Charges
Connection Fees*^
Interest Earnings(3)

Total Revenues

Operating Expenses(4)

System Net Revenues

Parity Debt Service
CSCDA 2000B
Wastewater Revenue
Bonds(5)

CSCDA 2005C
Wastewater Revenue
Bonds

Total Parity Debt Service

2005(1)

$1,124,307
1,472,660

18.987
$2,615,954

$1,278,599

$1.337.355

$470.858

2006

$1,288,079
379,630

15.000
$1,682,709

$1,101,420

$581.289

2007

$1,351,583
383,221

18.000
$1,752,804

$1,145,476

$470,858 $318,854 $

145.926 445.046

2008

$1,432,583
387,115
20.500

$1,840,198

$1,191,295

0 $ 0

459.689

$459.689

Total Parity Debt Service
Coverage 1.36

^ Derived from estimated actual results; preliminary and unaudited.
(2) A large development project contributed $1,426,755 during fiscal year 2004-05. User fees were
increased by 5.9% in fiscal year 2005-06 to collect sufficient revenue to meet the 120% debt
service coverage requirement. Future fees will be set at a sufficient level to meet this requirement.
(3) Assumes 2.5% rate of interest on cash balance.
(4) Excludes depreciation, capital expenditures and debt service. Assumes 4% annual increase in
operating expenses.
(5' A portion of the proceeds of the Zone's share of the Bond is being used to advance refund the
Zone's portion of the CSCDA Series 2000B Revenue Bonds. See "Plan of Finance" above.
Source: Sonoma County Water Agency.
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Debt Service Schedule

The following table shows the debt service requirements of the Bonds related to the Zone.

Annual Period
Ending

October 1
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026

Total

Principal
$190,000.00
210,000.00
215,000.00
220,000.00
230,000.00
235,000.00
245,000.00
255,000.00
260,000.00
275,000.00
280,000.00
290,000.00
305,000.00
315,000.00
335,000.00
345,000.00
365,000.00
380,000.00
405,000.00
420,000.00
445,000.00
$6,220,000.00

Interest
$274,684.00
252,576.25
246,801.25
240,781.25
234,181.25
226,821.25
219,066.25
210,736.25
201,811.25
192,321.25
182,008.75
171,228.75
159,918.75
147,718.75
131,968.75
115,218.75
97,968.75
79,718.75
60,718.75
40,46.8.75
19,468.75

$3,506,186.50

Total
$464,684.00
462,576.25
461,801.25
460,781.25
464,181.25
461,821.25
464,066.25
465,736.25
461,811.25
467,321.25
462,008.75
461,228.75
464,918.75
462,718.75
466,968.75
460,218.75
462,968.75
459,718.75
465,718.75
460,468.75
464,468.75
$9,726,186.50

Litigation

The Zone states that there is no action, suit, proceeding, inquiry or investigation, at law or in
equity, before or by any court, threatened that may result in any material adverse change relating to the
finances or operations of the Zone or the System.

In December 2004, Northern California River Watch ("River Watch") filed a citizen action
alleging violations of the Federal Clean Water Act, naming the Zone as a defendant. The complaint was
not served on the Zone. In January 2005, River Watch entered into a Tolling Agreement with the
District and other defendants to attempt to negotiate a settlement of the action. As part of the Tolling
Agreement, River Watch has withdrawn its complaint and agreed not to re-file a complaint during the
negotiation period. The Zone cannot predict what costs or liabilities may arise from these alleged
violations.

Seismic Risks

The Zone is located in a seismically active region of northern California. The System and future
planned capital improvements to the System have been or will be designed to meet all applicable seismic
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standards. However, there can be no assurance that seismic activity will not significantly damage the
System or adversely affect the local economy.

Economic and Demographic Information for Sonoma County

Population. The population for Sonoma County as of January 1, 2005 was estimated to be
478,440, an increase of 3% above the population of 464,764 as of January 1, 2001. The following table
shows the rate of growth for the County as of January 1, 2001 through January 1, 2005.

Sonoma County
Population

as of January 1

2001 464,764
2002 469,069
2003 471,644
2004 474,993
2005 478,440

Source: State of California, Department of Finance.

Employment. As of May 2005, the civilian labor force in the County reached 256,900. This is a
decrease of 0.6% over the civilian labor force of 258,400 for 2001. The table below lists figures for the
civilian labor force and comparative unemployment rates for 2001 through May 2005.

Sonoma County
Civilian Labor Force, Employment and Unemployment

Annual Average 2001 2002 2003 2004 2005(1)

Labor Force 258,400 258,300 255,400 257,500 256,900
Employment 249,000 245,200 241,500 244,800 246,800
Unemployment 9,400 13,100 13,900 12,700 10,100
Unemployment Rate 3.6% 5.1% 5.4% 4.9% 3.9%

(1) Data through May.
Source: State of California, Employment Development Department
March 2004 Benchmark; data are not seasonally adjusted.

B-34



Personal Income. Between 1999 and 2003, the County's median household effective buying
income increased 13%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.

Sonoma County
Effective Buying Income

as of January 1

Year
1999
2000
2001
2002
2003

Total Effective
Buying Income
(OOP's Omitted)

$8,713,893
9,990,942

10,096,031
10,167,530
10,340,723

Median Household
Effective Buying

Income
$42,479
47,956
47,908
47,085
48,008

Source: Survey of Buying Power, Sales and Marketing Management.

Assessed Valuation. The following table shows the assessed valuations for the County from
fiscal years 2000-01 through 2004-05.

2000-01
2001-02
2002-03
2003-04
2004-05

Non-Unitary
Local Secured
34,044,892,664
38,443,110,290
41,793,083,472
45,433,401,576
49,316,843,153

Utility
3,363,840
8,360,309
8,132,840
5,298,095
5,341,095

Sonoma County
Assessed Valuations

Total Before
Unsecured

1,647,402,225
1,894,683,375
2,093,704,089 (1)
2,186,395,452 (1)
2,134,188,378

Unitary
Rdv. Increment
35,695,658,729
40,346,153,974
43,894,920,401
47,625,095,123
51,456,372,626

Utility Valuation
660,796,655
628,307,973
724,606,272
639,353,562
606,454,153

(1) Includes aircraft valuations.
Source: California Municipal Statistics, Inc.

Major Employers. The following table shows the major employers in the County of Sonoma.
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Sonoma County Major Employers
2005

Employer

Advanced Fibre Communications

Agilent Technologies Inc.

Amy's Kitchen Inc.

Amy's Kitchen Inc.

Army National Guard

Arterial Vascular Engineering

Kaiser Foundation Hospital

Medtronic Interventional Vsclr

Petaluma Valley Hospital

Recreation & Parks Adm

Santa Rosa Junior College

Santa Rosa Memorial Hospital

Sola Optical USA Inc.

Sola Optical USA Inc.

Sonoma County Human Svc Dept

Sonoma County Sheriff

Sonoma Developmental Ctr

Sonoma Mission Inn & Spa

Sonoma State University-Anthro

Sonoma Valley Hospital

State Farm Insurance

Sunrise Industries

Sutler Medical Ctr-Santa Rosa

US Coast Guard

Washington Mutual

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.

Location

Petaluma

Rohnert Park

Santa Rosa

Santa Rosa

Santa Rosa

Santa Rosa

Santa Rosa

Santa Rosa

Petaluma

Santa Rosa

Santa Rosa

Santa Rosa

Petaluma

Petaluma

Santa Rosa

Santa Rosa

Eldridge

Sonoma

Rohnert Park

Sonoma

Cotati

Eldridge

Santa Rosa

Petaluma

Santa Rosa

Industry

Telecommunications Services

Computers-Electronic-Manufacturers

Frozen Food Processors

Frozen Food Processors

State Government-National Security

Physicians & Surgeons Equip & Supls-
Whol

Hospitals

Physicians & Surgeons Equip & Supls-Mfrs

Hospitals

Parks

Schools-Universities & Colleges Academic

Hospitals

Optical Goods-Manufacturers

Optical Goods-Wholesale

County Government-Social/Human
Resources

Sheriff

Hospitals

Hotels & Motels

Schools

Hospitals

Insurance

Assembly & Fabricating Service

Hospitals

Federal Government-National Security

Real Estate Loans
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SOUTH PARK COUNTY SANITATION DISTRICT

General

The South Park County Sanitation District (the "District") located in Sonoma County (the
"County") is a county sanitation district under the Community Sanitation District Act, Section 4700 et
seq. of the California Health and Safety Code.

There are four County Sanitation Districts in the County, which include Occidental, Russian
River, Sonoma Valley and South Park (collectively, the "Sanitation Districts"). The Sanitation Districts
are managed by the Sonoma County Water Agency ("SCWA") which provides engineering,
environmental, administration, operational and maintenance services. The Sanitation Districts are
separate special districts responsible for maintaining and operating their local collection systems, pump
stations, and treatment plants. Each District has an ordinance defining policies, including user fees.

An agreement for dissolution of the District and transfer to the City of Santa Rosa ("Santa Rosa")
was finalized on February 27, 1996 and amended in February 1998 and April 2004. Under the amended
agreement, the parties specified that: 1) dissolution of the District shall become effective on June 30,
2011; 2) Santa Rosa shall acquire the unused capacity of the District; and 3) the District will upgrade
portions of the collection system to meet City of Santa Rosa standards. Consequently, on June 30, 2011,
Santa Rosa is expected to become the successor to the District with respect to the District's obligations
to pay the Installment Payments.

The District is a separate legal entity from SCWA, the County and the three other Sanitation
Districts with separate and independent finances and operations. Only the Net Revenues of the District
will be available for payment of the Installment Payments relating to the District's financing (see "Plan
of Finance" below) and no other revenues of SCWA or the County will be available for these
Installment Payments.

Governance and Management

The District is governed by a five-member governing board (the "Board"). The Board has the
same members as the board of SCWA and the County. The Board's current directors and the expiration
dates of their terms are set forth below.

Member Title Expiration of Term
Tim Smith Chair January 2009
Paul Kelley Vice-Chair January 2007

Valerie Brown Director January 2009
Mike Kerns Director January 2009
Mike Reilly Director January 2009

Management of the District is provided by Randy Poole, General Manager/Chief Engineer of the
Sonoma County Water Agency. Mr. Poole has been with SCWA since 1991 and managed utility
systems for approximately 28 years.
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Wastewater System

The District's wastewater system (the "System") facilities include a wastewater collection
system. The District provides service to the South Park area of unincorporated Sonoma County using a
gravity collection system and lift station at Todd Road. Wastewater from the District is treated and
disposed of by Santa Rosa at the Laguna Subregional Treatment Plant on Llano Road. The capacity of
the System is 21.3 million gallons per day ("mgd"), dry weather flow. The average daily demand on the
System is 16.5 mgd. The peak flow/demand on the system is 66.9 mgd.

Plan of Finance

A portion of the proceeds of the District's share of the CSCDA Series 2005C Revenue Bonds
(the "Bonds") is being used to advance refund the District's portion of the CSCDA Series 2000B
Revenue Bonds, currently outstanding in the principal amount of $3,255,000. This advance refunding
will result in debt service savings.

Service Area and Customers

The System serves an area of approximately 1.67 square miles in the unincorporated area south
of Santa Rosa and north of the City of Rohnert Park.

Population of the service area is currently estimated to be 4,969. The tables below show the
current number of connections/Dwelling Unit Equivalents ("DUEs") of the System by classification of
user and revenues by class of user.

South Park County Sanitation District
Number of Connections and DUEs by Classification of User

as of June 30,2001 to 2004

User Type

Single Family
Residential

Multiple
Family
Residential

Commercial/
Institutional

Other

Total All Users

2001
Connections

1,608

299

186

9

2,102

2002
DUEs
1,627

857

1,327

63

3,874

Connections
1,614

361

186

9

2,170

DUEs
1,645

914

1,327

63

3,949

2003
Connections

1,573

350

183

8

2,114

DUEs
1,598

921

1,327

63

3,909

2004
Connections

1,573

338

164

8

2,083

DUEs
1,598

964

1,280

63

3,905

Source: South Park County Sanitation District.
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South Park County Sanitation District
Revenues by Class of User

Fiscal Year 2003-04

User Class

Single Family Residential
Multiple Family Residential
Commercial/Industrial
Other

Fiscal Year Revenue

$1,089,766
659,376
875,520
43,092

Percentage of Operating
Revenue

41%
25
33

1

Source: South Park County Sanitation District.

Largest Users. The table below shows the five largest users of the System based on revenues for
the fiscal year 2003-04.

South Park County Sanitation District
Largest Users

Fiscal Year 2003-04

User

Mighty MHP, Inc.
Patterson, Janice E TR, et al.
ICL Industrial Leasing Corp
Rich, William & Barbara TR
Aldridge, Bernard

Type of Business Revenue

Mobile Home Park $75,514
Mobile Home Rented Site 68,400
Motel over 50 units w/shops 49,942
Mobile Home Park 44,870
72-unit apartments 39,398

Percentage of
Revenue

3.0%
2.7
2.0
1.8
1.6

Source: South Park County Sanitation District.

Wastewater Rates

The District has the power to establish rates and charges as needed to operate the System. Its
charges are established by the Board and are not subject to review or approval by any other agency. The
District principally relies on the following charges and fees: charges for services, connection fees and
miscellaneous charges.

User Charges and Connection Fees. The following charges, fees and rates were established for
residential and commercial wastewater service by Ordinance No. 62 adopted by the Board on May 17,
2005, which became effective on July 1, 2005. The service charges are based on an Equivalent Single
Family Dwelling Unit ("BSD") as defined in Section 2.01 of Ordinance No. 35 of the South Park County
Sanitation District.

Household Service Charge. The annual household service charge is $684 per BSD and has
been in effect since July 1, 2004.
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Household Connection Fee. The District's current household connection charge is $2,000 per
BSD.

Commercial Service Charge. The District's current commercial service charge is $684 per BSD.

Commercial Connection Fee. The District's current commercial connection fee is $2,000 per
BSD.

Delinquencies. The District has not experienced any significant delinquencies exceeding 4%
over the last 5 years. Delinquency rates are insignificant because revenues for services are assessed and
collected on tax rolls.

In May 2005, ratepayers in the District submitted a majority protest of the annual wastewater
service fee increase proposed by the District pursuant to Section 6 of Proposition 218. The proposed
fee would have increased the annual wastewater fee to $725.00 from $684.00 per average family
household. Although the legal applicability of Section 6 of Proposition 218 to wastewater fees is not
clear at this time, the Board determined to honor the protest and not raise the fee to ensure compliance.

The District has sufficient reserves to allow for continued operations and capital replacement
program expenditures without a fee increase for Fiscal Year 2005-06. The District plans an outreach
program prior to submission of its next proposed rate increase to ensure users are aware of the reasons
for periodic increases in operational and capital improvement expenditures, as well as the consequences
of future rate protests on the services provided by the District.

Permits

The District operates under Regional Water Quality Control Board Order No. 2000-03; permit
number CA0022764, which is held by Santa Rosa. The permit expired on March 31, 2005, but has been
administratively extended. The District is in compliance with the requirements of the permit.

Existing Long-Term Obligations and Planned Capital Improvements

As of the date of issuance of the Bonds, the District will have no other existing long-term
obligations payable from wastewater revenues.

Planned capital improvements to the System include, but are not limited to, the replacement of
portions of the District's collection system. Such capital improvements are estimated to cost
approximately $4 to $7 million in fiscal years 2005 through 2010. The District plans to finance these
costs through service charges, grants and the remaining proceeds attributable to the District from the
California Statewide Communities Development Authority Water and Wastewater Revenue Bonds
(Pooled Financing Program), Series 2000B.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of the Sanitation
Districts prepared by the Sanitation Districts and audited by the Sanitation Districts' accountant (the
"Auditor") is included in Appendix A hereto (the "Financial Statements"). The Auditor's letter
concludes that the audited financial statements present fairly, in all material respects, the financial
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position of the Districts as of June 30, 2004 and the results of their operations and cash flows for the
year then ended in conformity with generally accepted accounting principles. The Financial Statements
should be read in their entirety. The Auditor has not reviewed or audited this Official Statement.

Historic Operating Results. The following table is a summary of operating results of the District
for the fiscal years ending June 30, 2002 through 2004. The results have been derived from the audited
financial statements of the District and are qualified in their entirety by reference to such statements,
including the notes thereto. All results exclude certain non-cash items and include certain other
adjustments. The Auditor has not reviewed or audited the summary operating results or any other
portion of this Official Statement.

South Park County Sanitation District
Summary of Historic Operating Results

Fiscal Years Ended June 30

2002 2003 2004
Revenues

User Fees $2,140,537 $2,330,405 $2,508,802
Interest Earnings 171,081 154,780 65,686
Other 100 54.652 55.791

Total Revenues $2,311,718 $2,539,837 $2,630,279

Operating Expenses(1) $2,003,153 $1,850,945 $1,847,726

System Net Revenues $308.565 $688.892 $782.553

Parity Debt Service
CSCDA 2000B Wastewater Revenue $257.857 S254.801 $256.543
Bonds(2)

Total Parity Debt Service Coverage 1.20 2.70 3.05

(1) Excludes depreciation and capital expenditures and includes certain cost related to the HVOC
remediation. See "Other Information" below and the Financial Statements of the District attached as
Appendix A hereto.
(2)Net of interest earnings.
Source: South Park County Sanitation District.

Projected Operating Results and Debt Service Coverage. The District's estimate of projected
operating results for the System for the fiscal years ending June 30, 2005 through 2008 are set forth
below, reflecting certain significant assumptions concerning future events and circumstances. The
financial forecast represents the District's estimate of projected financial results based upon its judgment
of the probable occurrence of future events. The assumptions set forth in part in the footnotes to the
chart set forth below are material in the development of the District's financial projections, and
variations in the assumptions may produce substantially different financial results. Actual operating
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results achieved during the projection period will vary from those presented in the forecast and such
variations may be material.

South Park County Sanitation District
Wastewater System

Projected Operating Results
Fiscal Years Ended June 30

2005(1) 2006 2007 2008

Revenues
User Fees $2,582,429 $2,583,468 $2,758,885 $2,898,332 '
Interest Earnings(2) 118,837 37,500 46,435 58,410
Other Revenues 94.245 50.000 50.000 50.000

Total Revenues $2,795,511 $2,670,968 $2,855,320 $3,006,742

Operating Expenses
General(3) $1,593,062 $1,825,300 $1,989,312 $2,074,244
Roseland Action Team(4) 213,222 200,000 200,000 200,000
County Loan Repayment^ 100.000 Q 0 0

Total Operating Expenses $1,906,284 $2,025,300 $2,189,312 $2,274,244

System Net Revenues $889.227 $645.668 $666.008 $732.498

Parity Debt Service
CSCDA2000B $255,546 $171,176 $ 0 $ 0
Wastewater Revenue
Bonds(5)

CSCDA2005C Q 76.205 233.179 240.366
Wastewater Revenue
Bonds

Total Parity Debt Service $255.546 $247.381 $233.179

Total Parity Debt Service
Coverage 3.48 2.61 2.86 3.05

(1) Derived from estimated actual results, preliminary and unaudited.
(2) Assumes 2.5% rate of interest on cash balance.
(3) Excludes depreciation, capital expenditures and debt service and includes certain cost related to
the HVOC remediation. See "Other Information" below and the Financial Statements of the
District attached as Appendix A hereto. Assumes 4% annual increase in operating expenses.
(4) See "Other Information" below and the Financial Statements of the District attached as
Appendix A hereto.
^ A portion of the proceeds of the District's share of the Bonds is being used to advance refund
the District's portion of the CSCDA Series 2000B Revenue Bonds. See "Plan of Finance" above.
Source: South Park County Sanitation District.
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Other Information

The District is responsible for investigation of a plume of halogenated volatile organic
compound ("HVOC") in the groundwater underlying the District, which allegedly resulted from leakage
through cracks in the District's wastewater system pipe. The District has completed the majority of the
investigation. The initial cost of this investigation was approximately $2 million, of which $1.5 million
was paid for out of District funds. A loan from the County in the amount of $500,000 paid for the
balance of the investigation costs, which has been repaid from District funds in five equal annual
installments. The District is working with the California Regional Water Quality Control Board for the
North Coast Region (the "Regional Board") to require other potentially responsible parties to conduct
investigations of HVOC source areas on their properties. Pursuant to an agreement with the City of
Santa Rosa, the District is currently scheduled to be transferred over to Santa Rosa in June 2011. See
"General" above. The District and the City of Santa Rosa are currently negotiating the division of costs
between the District and the City of Santa Rosa for any remaining investigation and/or remediation. The
estimated costs of remediation will be determined upon completion of the investigations of the HVOC
plume area.
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Debt Service Schedule

The following table shows the debt service requirements of the Bonds related to the District.

Annual Period
Ending

October 1
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026

Total

Principal
$100,000.00
110,000.00
115,000.00
115,000.00
120,000.00
125,000.00
125,000.00
130,000.00
140,000.00
140,000.00
145,000.00
155,000.00
160,000.00
165,000.00
170,000.00
180,000.00
190,000.00
200,000.00
210,000.00
220,000.00
235,000.00
$3,250,000.00

Interest
$143,444.00
131,878.75
128,853.75
125,633.75
122,183.75
118,343.75
114,218.75
109,968.75
105,418.75
100,308.75
95,058.75
89,476.25
83,431.25
77,031.25
68,781.25
60,281.25
51,281.25
41,781.25
31,781.25
21,281.25
10,281.25

$1,830,719.00

Total
$243,444.00
241,878.75
243,853.75
240,633.75
242,183.75
243,343.75
239,218.75
239,968.75
245,418.75
240,308.75
240,058.75
244,476.25
243,431.25
242,031.25
238,781.25
240,281.25
241,281.25
241,781.25
241,781.25
241,281.25
245,281.25
$5,080,719.00

Litigation

Other than as described below and as specified in "Other Information" above, the District states
that there is no action, suit, proceeding, inquiry or investigation, at law or in equity, threatened or before
or by any court, that may result in any material adverse change relating to the finances or operations of
the District or the System.

A complaint was filed by owners of certain property in May 2004 against the City of Santa Rosa,
the County and the District alleging wastewater lines owned and operated by each public entity in the
vicinity of the property caused contamination to such property and to the groundwater beneath such
property. While the case was withdrawn by plaintiffs in January 2005, there can be no assurance that
another contamination lawsuit will not be filed. In such case, there can be no assurance that the District
would not be found liable for such contamination, resulting in substantial costs.

Seismic Risks

The District is located in a seismically active region of northern California. The System and
future planned capital improvements to the System have been or will be designed to meet all applicable
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seismic standards. However, there can be no assurance that seismic activity will not significantly
damage the System or adversely affect the local economy.

Economic and Demographic Information for Sonoma County

Population. The population for Sonoma County as of January 1, 2005 was estimated to be
478,440, an increase of 3% above the population of 464,764 as of January 1, 2001. The following table
shows the rate of growth for the County as of January 1, 2001 through January 1, 2005.

Sonoma County
Population

as of January 1

2001 464,764
2002 469,069
2003 471,644
2004 474,993
2005 478,440

Source: State of California, Department of Finance.

Employment. As of May 2005, the civilian labor force in the County reached 256,900. This is a
decrease of 0.6% over the civilian labor force of 258,400 for 2001. The table below lists figures for the
civilian labor force and comparative unemployment rates for 2001 through May 2005.

Sonoma County
Civilian Labor Force, Employment and Unemployment

Annual Average 2001 2002 2003 2004 2005(1)

Labor Force 258,400 258,300 255,400 257,500 256,900
Employment 249,000 245,200 241,500 244,800 246,800
Unemployment 9,400 13,100 13,900 12,700 10,100
Unemployment Rate 3.6% 5.1% 5.4% 4.9% 3.9%

Data through May.
Source: State of California, Employment Development Department
March 2004 Benchmark; data are not seasonally adjusted.

Personal Income. Between 1999 and 2003, the County's median household effective buying
income increased 13%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.

B-45



Sonoma County
Effective Buying Income

as of January 1

Total Effective Median Household
Buying Income Effective Buying

Year (OOP's Omitted) Income
1999 $8,713,893 $42,479
2000 9,990,942 47,956
2001 10,096,031 47,908
2002 10,167,530 47,085
2003 10,340,723 48,008

Source: Survey of Buying Power, Sales and Marketing Management.

Assessed Valuation. The following table shows the assessed valuations for the County from
fiscal years 2000-01 through 2004-05.

Sonoma County
Assessed Valuations

Non-Unitary Total Before Unitary
Local Secured Utility Unsecured Rdv. Increment Utility Valuation

2000-01 34,044,892,664 3,363,840 1,647,402,225 35,695,658,729 660,796,655
2001-02 38,443,110,290 8,360,309 1,894,683,375 40,346,153,974 628,307,973
2002-03 41,793,083,472 8,132,840 2,093,704,089 <" 43,894,920,401 724,606,272
2003-04 45,433,401,576 5,298,095 2,186,395,452 <» 47,625,095,123 639,353,562
2004-05 49,316,843,153 5,341,095 2,134,188,378 51,456,372,626 606,454,153

(1) Includes aircraft valuations.
Source: California Municipal Statistics, Inc.

Major Employers. The following table shows the major employers in the County of Sonoma.
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Sonoma County Major Employers
2005

Employer Location

Advanced Fibre Communications Petaluma

Agilent Technologies Inc. Rohnert Park

Amy's Kitchen Inc. Santa Rosa

Army National Guard Santa Rosa

Arterial Vascular Engineering Santa Rosa

Kaiser Foundation Hospital Santa Rosa

Medtronic Interventional Vsclr Santa Rosa

Petaluma Valley Hospital Petaluma

Recreation & Parks Adm Santa Rosa

Santa Rosa Junior College Santa Rosa

Santa Rosa Memorial Hospital Santa Rosa

Sola Optical USA Inc. Petaluma

Sola Optical USA Inc. Petaluma

Sonoma County Human Svc Dept Santa Rosa

Sonoma County Sheriff Santa Rosa

Sonoma Developmental Ctr Eldridge

Sonoma Mission Inn & Spa Sonoma

Sonoma State University-Anthro Rohnert Park

Sonoma Valley Hospital Sonoma

State Farm Insurance Cotati

Sunrise Industries Eldridge

Sutter Medical Ctr-Santa Rosa Santa Rosa

Us Coast Guard Petaluma

Washington Mutual Santa Rosa

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.

Industry

Telecommunications Services

Computers-Electronic-Manufacturers

Frozen Food Processors

State Government-National Security

Physicians & Surgeons Equip & Supls-Whol

Hospitals

Physicians & Surgeons Equip & Supls-Mfrs

Hospitals

Parks

Schools-Universities & Colleges Academic

Hospitals

Optical Goods-Manufacturers

Optical Goods-Wholesale

County Goverament-Social/Human Resources

Sheriff

Hospitals

Hotels & Motels

Schools

Hospitals

Insurance

Assembly & Fabricating Service

Hospitals

Federal Government-National Security

Real Estate Loans
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APPENDIX C

DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS

The following is a brief summary of certain of the definitions and provisions of the Indenture and
the Installment Purchase Agreements. Except where indicated, Installment Purchase Agreements are
substantially similar and their terms are collectively summarized in this Appendix. This summary is not
intended to be comprehensive or definitive, and reference is made to the actual documents for the
complete terms thereof.

DEFINITIONS

The following are summaries of certain of the definitions in the Indenture and the Installment
Purchase Agreements. This summary is not intended to be comprehensive or definitive, and reference is
made to the actual documents for the complete terms thereof.

Agreement

The term "Agreement" means the Installment Purchase Agreements, by and between the
Participants and the Authority, as originally executed and as such may from time to time be amended or
supplemented.

Annual Debt Service

The term "Annual Debt Service" means, for any Fiscal Year, the sum of (1) the interest accruing
on all Parity Debt during such Fiscal Year, assuming that all Parity Debt is retired as scheduled, plus
(2) the principal amount (including principal due as sinking fund installment payments) allocable to all
Parity Debt in such Fiscal Year, calculated as if such principal amounts were deemed to accrue daily
during such Fiscal Year in equal amounts from, in each case, each payment date for principal or the date of
delivery of such Parity Debt (provided that principal shall not be deemed to accrue for greater than a 365-
day period prior to any payment date), as the case may be, to the next succeeding payment date for
principal, provided, that the following adjustments shall be made to the foregoing amounts in the
calculation of Annual Debt Service:

(A) with respect to any such Parity Debt bearing or comprising interest at other than a
fixed interest rate, the rate of interest used to calculate Annual Debt Service shall be (i) with respect to
such Parity Debt then outstanding, one hundred ten per cent (110%) of the greater of (1) the daily average
interest rate on such Parity Debt during the twelve (12) calendar months next preceding the date of such
calculation (or the portion of the then current Fiscal Year that such Parity Debt has borne interest) or
(2) the most recent effective interest rate on such Parity Debt prior to the date of such calculation or
(ii) with respect to such Parity Debt then proposed to be issued, the then current 20-Bond GO Index rate as
published in The Bond Buyer (or if The Bond Buyer or such index is no longer published, such other
published similar index);

(B) with respect to any such Parity Debt having twenty-five per cent (25%) or more of
~ the aggregate principal amount thereof due in any one Fiscal Year, Annual Debt Service shall be
— calculated for the Fiscal Year of determination as if the interest on and principal of such Parity Debt were
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being paid from the date of incurrence thereof in substantially equal annual amounts over a period of
twenty (20) years from the date of such Parity Debt provided, however that the full amount of such Parity
Debt shall be included in Annual Debt Service if the date of calculation is within 24 months of the actual
maturity of the payment;

(C) with respect to any such Parity Debt or portions thereof bearing no interest but
which are sold at a discount and which discount accretes with respect to such Parity Debt or portions
thereof, such accreted discount shall be treated as due when scheduled to be paid;

(D) Annual Debt Service shall not include interest on Parity Debt which is to be paid
from amounts constituting capitalized interest;

(E) if an interest rate swap agreement is in effect with respect to, and is payable on a
parity with, any Parity Debt to which it relates, no amounts payable under such interest rate swap in excess
of debt service payable under such Parity Debt agreement shall be included in the calculation of Annual
Debt Service unless the sum of (i) the interest payable on such Parity Debt, plus (ii) the amounts payable
by the Participant under such interest rate swap agreement, less (iii)the amounts receivable by the
Participant under such interest rate swap agreement, are greater than the interest payable on such Parity
Debt, in which case the amount of such payments to be made that exceed the interest to be paid on such
Parity Debt shall be included in such calculation, and for this purpose, the variable amount under any such
interest rate swap agreement shall be determined in accordance with the procedure set forth in
subparagraph (A) of this definition; and

(F) Repayment Obligations proposed to be entered into as Parity Debt shall be deemed
to be payable at the scheduled amount due under such Repayment Obligation as calculated under this
definition.

Authorized Investments

"Authorized Investments" means any of the following obligations which at the time of investment
are legal investments of funds of the Participants under the laws of the State of California for the money
proposed to be invested under the Indenture:

(1) (a) Direct obligations (other than an obligation subject to variation in principal
repayment) of the United States of America ("United States Treasury Obligations") (b) obligations fully
and unconditionally guaranteed as to timely payment of principal and interest by the United States of
America, (c) obligations fully and unconditionally guaranteed as to timely payment of principal and
interest by any agency or instrumentality of the United States of America when such obligations are
backed by the full faith and credit of the United States of America, or (d) evidences of ownership of
proportionate interests in future interest and principal payments on obligations described above held by a
bank or trust company as custodian, under which the owner of the investment is the real party in interest
and has the right to proceed directly and individually against the obligor and the underlying government
obligations are not available to any person claiming through the custodian or to whom the custodian may
be obligated. These include, but are not necessarily limited to:
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U.S. Treasury obligations
All direct or fully guaranteed obligations

Farmers Home Administration
Certificates of beneficial ownership

General Services Administration
Participation certificates

U.S. Maritime Administration
Guaranteed participation certificates
Guaranteed pool certificates

Government National Mortgage Association (GNMA)
GNMA-guaranteed mortgage-backed securities
GNMA-guaranteed participation certificates

U.S. Department of Housing & Urban Development
Local authority bonds

Washington Metropolitan Area Transit Authority
Guaranteed transit bonds

(2) Federal Housing Administration debentures.

(3) The listed obligations of government-sponsored agencies which are not backed by the full
faith and credit of the United States of America:

-Federal Home Loan Mortgage Corporation (FHLMC)
Participation certificates (excluding stripped mortgage securities which are
purchased at prices exceeding their principal amounts)

Senior debt obligations

-Farm Credit Banks (formerly: Federal Land Banks, Federal
Intermediate Credit Banks and Banks for Cooperatives)
Consolidated system wide bonds and notes

-Federal Home Loan Banks (FHL Banks)
Consolidated debt obligations

-Federal National Mortgage Association (FNMA)
Senior debt obligations
Mortgage-backed securities (excluding stripped mortgages
securities which are purchased at prices exceeding their
principal amounts)
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-Student Loan Marketing Association (SLMA)
Senior debt obligations (excluding securities that do not have a
fixed par value and/or the terms of which do not promise a
fixed dollar amount at maturity or call date)

-Financing Corporation (FICO)
Debt obligations

-Resolution Funding Corporation (REFCORP)
Debt obligations

(4) Unsecured certificates of deposit, deposit accounts, time deposits, and bankers' acceptances
(having maturities of not more than 30 days) of any bank the short-term obligations of which are rated "A-
1" or better by Standard & Poor's.

(5) Deposits the aggregate amount of which are fully insured by the Federal Deposit Insurance
Corporation (FDIC), in banks which have capital and surplus of at least $5 million.

(6) Commercial paper (having original maturities of not more than 270 days) rated "A-1+" by
Standard & Poor's and "Prime-1" by Moody's.

(7) Money market funds rated "AAm" or "AAm-G" by Standard & Poor's, or better, including
funds which the Trustee or an affiliate manages, sponsors and advises.

(8) Repurchase agreements with (1) any domestic bank, or domestic branch of a foreign bank,
the long term debt of which is rated at least "A" by S&P and Moody's; or (2) any broker-dealer with "retail
customers" or a related affiliate thereof which broker-dealer has, or the parent company (which guarantees
the provider) of which has, long-term debt rated at least "A" by S&P and Moody's, which broker-dealer
falls under the jurisdiction of the Securities Investors Protection Corporation; or (3) any other entity rated
"A" or better by S&P and Moody's and acceptable to the Bond Insurer, provided that:

A. The market value of the collateral is maintained at levels and upon such conditions as
would be acceptable to S&P to maintain an "A" rating in an "A" rated structured financing
(with a market value approach);

B. The Trustee or a third party acting solely as agent therefor or for the Authority (the "Holder
of the Collateral") has possession of the collateral or the collateral has been transferred to
the Holder of the Collateral in accordance with applicable state and federal laws (other than
by means of entries on the transferor's books);

C. The repurchase agreement shall state and an opinion of counsel shall be rendered at the
time such collateral is delivered that the Holder of the Collateral has a perfected first
priority security interest in the collateral, any substituted collateral and all proceeds thereof
(in the case of bearer securities, this means the Holder of the Collateral is in possession);

D. All other requirements of S&P in respect of repurchase agreements shall be met;
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E. The repurchase agreement shall provide that if during its term the provider's rating by either
Moody's or S&P is withdrawn or suspended or falls below "A-" by S&P or "A3" by
Moody's, as appropriate, the provider must, at the direction of the Authority or the Trustee
(who shall give such direction if so desired by the Bond Insurer), within 10 days of receipt
of such direction, repurchase all collateral and terminate the agreement, with no penalty or
premium to the Authority or Trustee.

Notwithstanding the above, if a repurchase agreement has a term of 270 days or less (with no
evergreen provision), collateral levels need not be as specified in (A) above, so long as such collateral
levels are 103% or better and the provider is rated at least "A" by S&P and Moody's, respectively.

(9) State Obligations, which means:

(i) Direct general obligations of any state of the United States or any subdivision or
agency thereof to which is pledged the full faith and credit of a state the unsecured general
obligation debt of which is rated "A3" by Moody's and "A" by Standard & Poor's, or better, or any
obligation fully and unconditionally guaranteed by any state, subdivision or agency whose
unsecured general obligation debt is so rated.

(ii) Direct, general short-term obligations of any state agency or subdivision described
in (a) above and rated "A-1+" by Standard & Poor's and "Prime-1" by Moody's.

(iii) Special Revenue Bonds (as defined in the United States Bankruptcy Code) of any
state, state agency or subdivision described in (a) above and rated "AA" (without regard to
subcategories) or better by Standard & Poor's and "Aa" (without regard to subcategories) or better
by Moody's.

(10) Investment agreements with a domestic or foreign bank or corporation (other than a life or
property casualty insurance company) the long-term debt of which, or, in the case of a guaranteed
corporation the long-term debt, or, in the case of a monoline financial guaranty insurance company, claims
paying ability, of the guarantor is rated at least "AA"(without regard to subcategories) by S&P and "Aa"
(without regard to subcategories) by Moody's; provided that, by the terms of the investment agreement:

A. interest payments are to be made to the Trustee at times and in amounts as necessary to pay
debt service (or, if the investment agreement is for the Project Fund, construction draws) on
the Bonds;

B. the invested funds are available for withdrawal without penalty or premium, at any time
upon not more than seven days' prior notice; the Authority and the Trustee agree to give or
cause to be given notice in accordance with the terms of the investment agreement so as to
receive funds thereunder with no penalty or premium paid;

C. the investment agreement shall state that is the unconditional and general obligation of, and
is not subordinated to any other obligation of, the provider thereof or, if the provider is a
bank, the agreement or the opinion of counsel shall state that the obligation of the provider
to make payments thereunder ranks pari passu with the obligations of the provider to its
other depositors and its other unsecured and unsubordinated creditors;

C-5



D. the Authority or the Trustee receives the opinion of domestic counsel (which opinion shall
be addressed to the Authority and the Bond Insurer) that such investment agreement is
legal, valid, binding and enforceable upon the provider in accordance with its terms and an
opinion of foreign counsel (if applicable, which opinion shall be addressed to the Authority
and the Bond Insurer) in form and substance acceptable to the Bond Insurer and addressed
to the Authority and the Bond Insurer;

E. the investment agreement shall provide that if during its term

i) the provider's rating by either S&P or Moody's falls below "AA-" or "Aa3",
respectively, the provider shall, at its option, within 10 days of receipt of
publication of such downgrade, either (i) collateralize the investment agreement by
delivering or transferring in accordance with applicable state and federal laws
(other than by means of entries on the provider's books) to the Authority, the
Trustee or a third party acting solely as agent therefor (the "Holder of the
Collateral") collateral free and clear of any third-party liens or claims the market
value of which collateral is maintained at levels and upon such conditions as would
be acceptable to S&P to maintain an "A" rating in an "A" rated structured financing
(with a market value approach); or (ii) repay the principal of and accrue but unpaid
interest on the investment, and

ii) the provider's rating by either S&P or Moody's is withdrawn or suspended or falls
below "A-" or "A3", respectively, the provider must, at the direction of the
Authority or the Trustee (who shall give such direction if so directed by the Bond
Insurer), within 10 days of receipt of such direction, repay the principal of and
accrued but unpaid interest on the investment, in either case with no penalty or
premium to the Authority or Trustee;

F. the investment agreement shall state and an opinion of counsel shall be rendered, in the
event collateral is required to be pledged by the provider under the terms of the investment
agreement, at the time such collateral is delivered, that the Holder of the Collateral has a
perfected first priority security interest in the collateral, any substituted collateral and all
proceeds thereof (in the case of bearer securities, this means the Holder of the Collateral is
in possession);

G. the investment agreement must provide that if during its term:

i) the provider shall default in its payment obligations, the provider's obligations
under the investment agreement shall, at the direction of the Authority or the
Trustee (who shall give such direction if so directed by the Bond Insurer), be
accelerated and amounts invested and accrued but unpaid interest thereon shall be
repaid to the Authority or Trustee, as appropriate, and
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ii) the provider shall become insolvent, not pay its debts as they become due, be
declared or petition to be bankrupt, etc. ("event of insolvency"), the provider's
obligations shall automatically be accelerated and amounts invested and accrued
but unpaid interest thereon shall be repaid to the Authority or Trustee, as
appropriate.

(11) Pre-funded municipal obligations rated "AAA" by Standard & Poor's and "Aaa" by
Moody's meeting the following requirements:

(i) the municipal obligations are (i) not subject to redemption prior to maturity or (ii)
the trustee for the municipal obligations has been given irrevocable instructions concerning their
call and redemption and the issuer of the municipal obligations has covenanted not to redeem such
municipal obligations other than as set forth in such instructions;

(ii) the municipal obligations are secured by cash or United States Treasury obligations
which may be applied only to payment of the principal of, interest and premium on such municipal
obligations;

(iii) the principal of and interest on the United States Treasury Obligations (plus any
cash in the escrow) has been verified by the report of independent certified public accountants to be
sufficient to pay in full all principal of, interest, and premium, if any, due and to become due on the
municipal obligations ("Verification");

(iv) the cash or United States Treasury Obligations serving as security for the municipal
obligations are held by an escrow agent or trustee in trust for owners of the municipal obligations;

(v) no substitution of a United States Treasury Obligation shall be permitted except
with another United States Treasury obligation and upon delivery of a new Verification; and

(vi) the cash or the United States Treasury Obligations are not available to satisfy any
other claims, including those by or against the trustee or escrow agent.

(12) Subject to the prior written consent of the Bond Insurer, local California agency investment
pools, so long as such pool is rated in one of the two highest rating categories by S&P and Moody's.

(13) The Local Agency Investment Fund administered by the State of California.

(14) Other forms of investments approved in writing by the Bond Insurer.

Installment Payments

"Installment Payments" means the installment payments due under the Installment Purchase
Agreements.
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Maximum Annual Debt Service

The term "Maximum Annual Debt Service" means, as of any date of calculation, the largest
Annual Debt Service during the period from the date of such calculation through the final maturity date of
all Parity Debt.

Net Proceeds

The term "Net Proceeds" means, when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after payment
of all expenses (including attorneys' fees) incurred in the collection of such proceeds.

Operation and Maintenance Costs

The term "Operation and Maintenance Costs" means the reasonable and necessary costs paid or
incurred by the Participant for maintaining and operating the System, determined in accordance with
Generally Accepted Accounting Principles, including all reasonable expenses of management and repair
and all other expenses necessary to maintain and preserve the System in good repair and working order,
and including all administrative costs of the Participant that are charged directly or apportioned to the
operation of the System, such as salaries and wages of employees, overhead, taxes (if any) and insurance
premiums (including payments required to be paid into any self-insurance funds), and including all other
reasonable and necessary costs of the Participant or charges required to be paid by it to comply with the
terms of the Agreement or of any Supplemental Agreement or of any resolution authorizing the execution
of any Parity Debt, such as compensation, reimbursement and indemnification of the Trustee and the
Authority and fees and expenses of Independent Certified Public Accountants; but excluding in all cases
(i) payment of Parity Debt and Subordinate Obligations, (ii) costs of capital additions, replacements,
betterments, extensions or improvements which under Generally Accepted Accounting Principles are
chargeable to a capital account, and (iii) depreciation, replacement and obsolescence charges or reserves
therefor and amortization of intangibles.

Parity Debt

The term "Parity Debt" means the Installment Payments and any Parity Obligations.

Parity Obligation Payments

The term "Parity Obligation Payments" means the payments scheduled to be paid by the
Participant under and pursuant to the Parity Obligations, which payments are secured by a pledge of
System Net Revenues on a parity with the Installment Payments.



Parity Obligations

The term "Parity Obligations" means all obligations of the Participant authorized and executed by
the Participant other than the Installment Payments, the Parity Obligation Payments under which are
secured by a pledge of the System Net Revenues on a parity with the Installment Payments, including but
not limited to any Repayment Obligations secured by System Net Revenues on a parity with the
Installment Payments.

Prior Liens

The term "Prior Liens" means those liens, if any, on the System Revenues which are senior to the
pledge under the Agreement.

"Project" means the public capital improvements of the Participants financed or refinanced under
the Installment Purchase Agreements.

Purchase Price

The term "Purchase Price" means the principal amount plus interest thereon owed by the
Participant to the Authority under the terms of the Agreement.

Record Date

"Record Date" means the close of business on the 15th day of the month preceding any Interest
Payment Date, whether or not such day is a Business Day.

Repayment Obligation

"Repayment Obligation" means the reimbursement obligation or any other payment obligation
under a written agreement between the Participant and a credit provider to reimburse the credit provider
for amounts paid pursuant to a credit facility for the payment of the principal amount or purchase price of
and/or interest on any Parity Debt.

Reserve Account

"Reserve Account" means the accounts established within the Reserve Fund relating to the
obligations under each separate Installment Purchase Agreements.

Reserve Account Requirement

The term "Reserve Account Requirement" means the amount required to be on deposit in each
Reserve Account as provided in the Indenture; provided, that notwithstanding any provision hereof to the
contrary, with the prior written consent of the Bond Insurer, all or any portion of the Reserve Account
Requirement for any Reserve Account may (following written notification to the rating agencies then

_ rating the Bonds) be satisfied by the provision of a policy of insurance, a surety bond, a letter of credit or
other comparable credit facility, or a combination thereof, which, together with money on deposit in such
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Reserve Account, provide an aggregate amount equal to the Reserve Account Requirement, so long as
(i) the provider of any such policy of insurance, surety bond, letter of credit or other comparable credit
facility is rated in one of the two highest rating categories (at all times) by Moody's and by S&P, (ii) in the
case of a substitution of cash for a credit facility, the Trustee has received an opinion of counsel of
recognized standing in the field of law relating to municipal bonds substantially to the effect that such
substitution is authorized or permitted under the Indenture and will not adversely affect the exclusion from
gross income of interest on the Bonds for federal income tax purposes, (iii) if such credit facility is not an
irrevocable surety bond in the highest rating category of both Moody's and S&P, the Trustee has received
written confirmation from Moody's and S&P that such substitution will not cause a lowering or
withdrawal of any ratings on the Bonds, and (iv) the Trustee has received an opinion of counsel to the
effect that the credit facility to be substituted is a valid, binding and legally enforceable obligation; and
provided further, that in the event that any previously funded cash portion of the Reserve Account
Requirement is satisfied by the provision of such a policy of insurance, surety bond, letter of credit or
other comparable credit facility, or a combination thereof, the amount of money then in such Reserve
Account equal to the portion of the Reserve Account Requirement then being satisfied by such credit
facility shall (upon receipt of a Written Request of the related Participant) be withdrawn by the Trustee
from such Reserve Account and transferred to the related Participant.

Reserve Fund

"Reserve Fund" means the fund by that name that is held by the Trustee.

Revenues

"Revenues" means all Installment Payments received or receivable by the Authority.

Subordinate Obligations

The term "Subordinate Obligations" means the obligations of the Participant that are subordinate in
payment to the Installment Payments.

Supplemental Agreement

The term "Supplemental Agreement" means any agreement then in full force and effect which has
been entered into by the Participant and the Trustee, amendatory of or supplemental to the Agreement; but
only if and to the extent that such Supplemental Agreement is specifically authorized under the
Agreement.

System or Systems

The term "System" or "Systems" means the whole and each and every part of the water and/or
wastewater system of the Participant, including the portion thereof existing on the date of the Agreement,
and including all additions, betterments, extensions and improvements to such system or any part thereof
and hereafter acquired or constructed.
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System Net Revenues

The term "System Net Revenues" means for any period System Revenues less Operation and
Maintenance Costs for such period; provided that certain adjustments in the amount of System Net
Revenue deemed collected during a Fiscal Year may be made in connection with amounts deposited in the
Rate Stabilization Fund.

System Revenues

The term "System Revenues" means all gross income and revenue received or receivable by the
Participant from the ownership or operation of the System, determined in accordance with Generally
Accepted Accounting Principles, including all fees (including connection fees), rates, charges and all
amounts paid under any contracts received by or owed to the Participant in connection with the operation
of the System and all proceeds of insurance relating to the System and investment income allocable to the
System and all other income and revenue howsoever derived by the Participant from the ownership or
operation of the System or arising from the System, subject to and after satisfaction of any Prior Liens.

SUMMARY OF INDENTURE

The following is a summary of certain of the provisions of the Indenture. This summary is not
intended to be comprehensive or definitive, and reference is made to the actual document for the complete
terms thereof.

Procedure for Amendment of the Indenture. The Indenture and the rights and obligations of the
Authority and of the Owners under the Indenture and any Installment Purchase Agreement and the rights
and obligations of the Participant and Authority under the Indenture may be amended at any time by a
Supplemental Indenture or Supplemental Agreement which shall become binding when the written
consents of the Owners of at least sixty per cent (60%) in aggregate principal amount of the Bonds then
Outstanding (exclusive of Bonds disqualified as provided in the Indenture) and the written consent of the
Bond Insurer are filed with the Trustee; provided that so long as the Municipal Bond Insurance Policy is in
effect, the Bond Insurer may give consent to amendments in place of the Owners of the Bonds. No such
amendment shall (1) extend the maturity of or reduce the interest rate on, or otherwise alter or impair the
obligation of the Authority to pay the interest or principal or redemption premium, if any, of any Bond or
reduce the scheduled Installment Payments to come due, without the express written consent of the Owner
of the affected Bond, or (2) permit the creation by the Authority of any mortgage, pledge or lien upon the
Revenues superior to or on a parity with the pledge and lien created for the benefit of the Bonds or (3)
permit the creation by any Participant of any mortgage, pledge or lien upon the System Revenues (as
defined in the Installment Purchase Agreements) superior to or on a parity with the pledge and lien created
by an Installment Purchase Agreement, (4) reduce the percentage of Bonds required for the written
consent to any such amendment, or (5) modify the rights or obligations of the Trustee without its prior
written assent thereto.

The Indenture and the rights and obligations of the Authority and of the Owners and any
Installment Purchase Agreement and the rights and obligations of the Participant and the Authority
thereunder may also be amended at any time by a Supplemental Indenture or Supplemental Agreement
which shall become binding upon execution, without the consent of any Owners but only to the extent
permitted by law and only for any one or more of the following purposes:
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(a) To add to the agreements and covenants of the Authority or a Participant other
agreements and covenants thereafter to be observed, or to surrender any right or power reserved to
or conferred upon the Authority or the Participant;

(b) To make such provisions for the purpose of curing any ambiguity, or of curing,
correcting or supplementing any defective provision, or in regard to questions arising thereunder,
as may deem necessary or desirable and not inconsistent therewith, and which shall not materially
adversely affect the interests of the Owners of the Outstanding Bonds;

(c) To modify, amend or supplement the Indenture in such manner as to permit the
qualification under the Trust Indenture Act of 1939, as amended, or any similar federal statute
hereafter in effect, and to add such other terms, conditions and provisions as may be permitted by
said act or similar federal statute, and which shall not materially adversely affect the interests of the
Owners of the Bonds;

(d) To maintain the exclusion under the Code of interest on the Bonds from gross
income for federal income tax purposes;

(e) To the extent necessary to maintain any then existing rating by Moody's (if
Moody's is then rating the Bonds) or S&P (if S&P is then rating the Bonds) or in connection with
placing a credit facility in the Reserve Fund or;

(f) For any other purpose that does not materially adversely affect the interests of the
Owners of the Outstanding Bonds.

Events of Default and Acceleration of Maturities* If one or more of the following events (an
"Event of Default") shall happen, that is to say:

(a) If default shall be made in the due and punctual payment of the interest on any
Bond or when and as the same shall become due and payable; or

(b) If default shall be made in the due and punctual payment of the principal of or
redemption premium, if any, on or of any Sinking Fund Installment for any Bond when and as the
same shall become due and payable, whether at maturity as therein expressed, by declaration or
otherwise; or

(c) If an Event of Default shall occur under one of the Installment Purchase
Agreements;

then, and in each and every such case during the continuance of such Event of Default, the Trustee
may, and upon the written request of the Owners of not less than twenty-five per cent (25%) in aggregate
principal amount of the Bonds at the time Outstanding, shall, by notice in writing to the Authority, declare
the principal of all of the Bonds then Outstanding, and the interest accrued thereon, to be due and payable
immediately, and upon any such declaration the same shall become and shall be immediately due and
payable, anything contained in the Indenture or in the Bonds to the contrary notwithstanding; provided,
any such declaration shall be limited to those Bonds corresponding in principal amount and maturity date
to the principal components of delinquent Installment Payments related to such default (Bonds to be
selected by lot within a maturity if necessary); provided further, that any such declaration shall be subject
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to the prior written consent of the Bond Insurer; and provided further that if, at any time after the principal
of the Bonds shall have been so declared due and payable and before any judgment or decree for the
payment of the money due shall have been obtained or entered, there shall be deposited with the Trustee a
sum sufficient to pay all principal on the Bonds matured prior to such declaration and all matured
installments of interest (if any) upon all the Bonds, and the expenses of the Trustee, including attorneys'
fees, together with interest on any such amounts advanced as provided in the Indenture, and any and all
other defaults known to the Trustee (other than in the payment of interest and principal on the Bonds due
and payable solely by reason of such declaration) shall have been made good or cured or provision shall
have been made therefor, then, and in every such case, the Owners of at least a majority in aggregate
principal amount of the Bonds then Outstanding, by written notice to the Agency and to the Trustee, may,
on behalf of the Owners of all the Bonds, rescind and annul such declaration and its consequences; except
that no such rescission or annulment shall occur without the prior written consent of the Bond Insurer, and
no such rescission or annulment shall extend to or shall affect any subsequent default or shall impair or
exhaust any right or power consequent thereon.

Discharge of Bonds. If there shall be paid, to the Owners of all or a portion of the Outstanding
Bonds the interest thereon and principal thereof and redemption premiums, if any, thereon at the times and
in the manner stipulated therein and in the Indenture, then the owners of such Bonds shall cease to be
entitled to the pledge of Revenues as provided in the Indenture, and all agreements, covenants and other
obligations of the Authority to the Owners of such Bonds shall thereupon cease, terminate and become
void and be discharged and satisfied.

Any Outstanding Bonds for the payment of which money shall have been set aside to be held in
trust by the Trustee for such payment at the maturity or redemption date thereof shall be deemed, as of the
date of such setting aside, to have been paid.

SUMMARY OF THE INSTALLMENT PURCHASE AGREEMENTS

The following is a collective summary of certain of the terms of the Installment Purchase
Agreements. This summary is not intended to be comprehensive or definite, and reference is made to the
actual documents for the complete terms thereof.

Changes to the Project. The Participant may at any time substitute other public capital
improvements for the System the then existing components of the Project by submitting a Written Request
of the Participant to the Authority and the Trustee specifying the components of the Project to be
substituted and the new components.

Covenant Against Encumbrances. The Participant will not mortgage or otherwise encumber,
pledge or place any charge upon any of the System Net Revenues except as provided in the Agreement,
and will not issue any obligations secured by System Net Revenues senior to the Parity Debt; provided,
that the Participant may at any time issue any Subordinate Obligations.

Covenant Against Sale or Other Disposition of the System. Except as provided in the
Indenture, the Participant will not sell or otherwise dispose of the System or any part thereof essential to
the proper operation of the System or to the maintenance of the System Net Revenues, unless the
Installment Payments have been fully paid or provision has been made therefor. The Participant will not
enter into any lease or agreement which impairs the operation of the System or any part thereof necessary
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to secure adequate System Net Revenues for the payment of the Installment Payments, or which would
otherwise impair the rights of the Owners with respect to the System Net Revenues or the operation of the
System.

Covenant Regarding Maintenance and Operation of System. The Participant will maintain and
preserve the System in good repair and working order at all times and will operate the System in an
efficient and economical manner.

Insurance. The Participant will procure and maintain at all times insurance on the System against
such risks (including accident to or destruction of the System) as are usually insured in connection with
operations similar to the System and, to the extent such insurance is available for reasonable premiums
from a reputable insurance company, such insurance shall be adequate in amount and, as to the risks
insured against, shall be maintained with responsible insurers; provided, that such insurance coverage may
be satisfied under a self-insurance program which is actuarially sound.

The Participant shall procure and maintain or cause to be procured and maintained public liability
insurance covering claims against the Participant (including its directors, officers and employees) for
bodily injury or death, or damage to property occasioned by reason of the Participant's operations,
including any use of the System, and such insurance shall afford protection in such amounts as are usually
covered in connection with operations similar to the System; provided, that such insurance coverage may
be satisfied under a self-insurance program which is actuarially sound.

If all or any part of the System shall be damaged or destroyed the Net Proceeds realized by the
Participant therefrom shall be deposited by the Participant with the Trustee in a special fund which the
Trustee shall establish as needed in trust and applied by the Participant to the cost of acquiring and
constructing additions, betterments, extensions or improvements to the System if (A) the Participant first
secures and files with the Trustee a Certificate of the Participant showing (i) the loss in annual System
Revenues, if any, suffered, or to be suffered, by the Participant by reason of such damage or destruction,
(ii) a general description of the additions, betterments, extensions or improvements to the System then
proposed to be acquired and constructed by the Participant from such proceeds, and (iii) an estimate of the
additional System Revenues to be derived from such additions, betterments, extensions or improvements;
and (B) the Trustee has been furnished a Certificate of the Participant, certifying that such additional
System Revenues will sufficiently offset on a timely basis the loss of System Revenues resulting from
such damage or destruction so that the ability of the Participant to pay Installment Payments when due will
not be substantially impaired, and such Certificate of the Participant shall be final and conclusive, and any
balance of such proceeds not required by the Participant for such purpose shall be deposited in the System
Revenue Fund; provided, that if the foregoing conditions are not met, then such proceeds shall be
deposited with the Trustee and applied to make Installment Payments as they come due and Parity
Obligation Payments as they shall become due; provided further that the foregoing procedures for the
application of Net Proceeds shall be subject to any similar provisions for Parity Debt on a pro rata basis.

If such damage or destruction has had no effect, or at most an immaterial effect, upon the System
Revenues and the security of the Installment Payments, and a Certificate of the Participant to such effect
has been filed with the Trustee, then the Participant shall forthwith deposit such proceeds in the System
Revenue Fund.
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Eminent Domain Proceeds. If all or any part of the System shall be taken by eminent domain
proceedings, the Net Proceeds realized by the Participant therefrom shall be deposited by the Participant
with the Trustee in a special fund which the Trustee shall establish as needed in trust and applied by the
Participant to the cost of acquiring and constructing additions, betterments, extensions or improvements to
the System if (A) the Participant first secures and files with the Trustee a Certificate of the Participant
showing (i) the loss in annual System Revenues, if any, suffered, or to be suffered, by the Participant by
reason of such eminent domain proceedings, (ii) a general description of the additions, betterments,
extensions or improvements to the System then proposed to be acquired and constructed by the Participant
from such proceeds, and (iii) an estimate of the additional System Revenues to be derived from such
additions, betterments, extensions or improvements; and (B) the Trustee has been furnished a Certificate of
the Participant, certifying that such additional System Revenues will sufficiently offset on a timely basis
the loss of System Revenues resulting from such eminent domain proceedings so that the ability of the
Participant to pay Installment Payments when due will not be substantially impaired, and such Certificate
of the Participant shall be final and conclusive, and any balance of such proceeds not required by the
Participant for such purpose shall be deposited in the System Revenue Fund, provided, that if the
foregoing conditions are not met, then such proceeds shall be deposited with the Trustee and applied to
make installment Payments as they come due and Parity Obligation Payments as they shall become due
provided further that the foregoing procedures for the application of Net Proceeds shall be subject to any
similar provisions for Parity Debt on a pro rata basis.

If such eminent domain proceedings have had no effect, or at most an immaterial effect, upon the
System Revenues and the security of the Installment Payments, and a Certificate of the Participant to such
effect has been filed with the Trustee, then the Participant shall forthwith deposit such proceeds in the
System Revenue Fund.

Events of Default and Acceleration of Maturities. If one or more of the following Events of
Default shall happen, that is to say —

(1) if default shall be made by the Participant in the due and punctual payment of any
Installment Payment or any Parity Debt when and as the same shall become due and payable;

(2) if default shall be made by the Participant in the performance of any of the other
agreements or covenants required in the Agreement to be performed by it, and such default shall
have continued for a period of thirty (30) days after the Participant shall have been given notice in
writing of such default by the Authority, the Bond Insurer or the Trustee; provided that such
default shall not constitute an Event of Default, if the Participant shall commence to cure such
default within such thirty (30) day period and thereafter diligently and in good faith shall proceed
to cure such default within a reasonable period of time, provided, such period shall not extend
beyond a total of 90 days except with the prior consent of the Bond Insurer;

(3) if the Participant shall file a petition or answer seeking arrangement or
reorganization under the federal bankruptcy laws or any other applicable law of the United States
of America or any state therein, or if a court of competent jurisdiction shall approve a petition filed
with or without the consent of the Participant seeking arrangement or reorganization under the
federal bankruptcy laws or any other applicable law of the United States of America or any state
therein, or if under the provisions of any other law for the relief or aid of debtors any court of
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competent jurisdiction shall assume custody or control of the Participant or of the whole or any
substantial part of its property; or

(4) if payment of the principal of any Parity Debt is accelerated in accordance with its
terms;

then and in each and every such case during the continuance of such Event of Default specified in clauses
(3) and (4) above, the Authority shall, and for any other such Event of Default the Authority may (and at
the direction of the Bond Insurer shall), by notice in writing to the Participant, declare the entire principal
amount of the unpaid Installment Payments and the accrued interest thereon to be due and payable
immediately, and upon any such declaration the same shall become immediately due and payable;
provided that any such declaration of acceleration shall be subject to the prior written consent of the Bond
Insurer. This paragraph however, is subject to the condition that if at any time after the entire principal
amount of the unpaid Installment Payments and the accrued interest thereon shall have been so declared
due and payable and before any judgment or decree for the payment of the moneys due shall have been
obtained or entered the Participant shall deposit with the Authority a sum sufficient to pay the unpaid
principal amount of the Installment Payments or the unpaid payment of any other Parity Debt referred to in
clause (1) above due prior to such declaration and the accrued interest thereon, with interest on such
overdue installments, at the rate or rates applicable to the remaining unpaid principal balance of the
Installment Payments or such other Parity Debt if paid in accordance with their terms, and the reasonable
expenses of the Authority and the Bond Insurer, and any and all other defaults known to the Authority
(other than in the payment of the entire principal amount of the unpaid Installment Payments and the
accrued interest thereon due and payable solely by reason of such declaration) shall have been made good
or cured to the satisfaction of the Authority and the Bond Insurer or provision deemed by the Authority
and the Bond Insurer to be adequate shall have been made therefor, then and in every such case the
Authority and the Bond Insurer, by written notice to the Participant, may rescind and annul such
declaration and its consequences; but no such rescission and annulment shall extend to or shall affect any
subsequent default or shall impair or exhaust any right or power consequent thereon.

Amendments. The Agreement may only be amended in accordance with the terms of the
Indenture.

Covenant by South Park County Sanitation District to Maintain its Existence. The following
covenant appears only in the Installment Purchase Agreement relating to the South Park County Sanitation
District: South Park County Sanitation District will use all means legally available to maintain its
existence, except that it may merge with the City of Santa Rosa if the following conditions are satisfied:
(i) all of the obligations under the related Installment Purchase Agreement must be assumed by the
surviving entity and (ii) the pledge of Net Revenues under the related Installment Purchase Agreement
must become a lien on parity with the senior outstanding obligations of the wastewater system of the City
of Santa Rosa, unless the Bond Insurer otherwise consents in writing
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APPENDIX D

FORM OF BOND COUNSEL'S OPINION

Upon the delivery of the Bonds, Hawkins Delafield & Wood LLP, San Francisco, California, Bond
Counsel, proposes to render a final approving opinion in substantially the following form:

, 2005

California Statewide Communities Development Authority
Sacramento, California 95814

$27,820,000
California Statewide Communities Development Authority

Water and Wastewater Revenue Bonds
(Pooled Financing Program)

Series 2005C

Members of the Governing Board:

We have acted as Bond Counsel in connection with the issuance by the California Statewide
Communities Development Authority (the "Authority") of $27,820,000 aggregate principal amount of
California Statewide Communities Development Authority Water and Wastewater Revenue Bonds
(Pooled Financing Program) Series 2005C (the "Bonds") under and pursuant to the provisions relating to
the joint exercise of powers found in Chapter 5 of Division 7 of Title 1 of the Government Code of the
State of California (the "Law"), and under and pursuant to the Indenture, dated as of September 1, 2005
(the "Indenture"), by and between the Authority and Union Bank of California, as trustee (the "Trustee").

We have reviewed originals or copies identified to our satisfaction as being true copies of the
Indenture and certain other records of the Authority. As to questions of fact material to our opinion, we
have relied upon the certified proceedings and other certifications of Authority officers furnished to us
without undertaking to verify the same by independent investigations.

Based upon the foregoing and after the examination described above and after examination of such
questions of law as we have deemed relevant in the circumstances, but subject to the limitations set forth
above, we are of the opinion that:

1. The Authority has lawful authority under the Law to enter into the Indenture, and the
Authority has duly authorized, executed and delivered the Indenture and, assuming due authorization,
execution and delivery by the respective other parties thereto, the Indenture is a legal, valid and binding
obligation of the Authority enforceable in accordance with its terms. The Indenture creates a valid pledge
of the Revenues (as defined in the Indenture), subject to the provisions thereof permitting the application
thereof for the purposes and on the terms and conditions set forth therein.

2. The Authority has lawful authority to issue the Bonds and the Bonds have been duly and
validly authorized and issued by the Authority in accordance with the Constitution and statutes of the State
of California, including the Law and the Indenture. The Bonds constitute legal, valid and binding special
obligations of the Authority payable solely from Revenues and amounts on deposit in certain funds and
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accounts held under the Indenture. The Bonds are not an obligation of the State of California, any public
agency thereof (other than the Authority payable solely from the Revenues), the Participants (as defined
under the Indenture) or any member of the Authority; and neither the faith and credit nor the taxing powers
of the State of California or any public agency thereof or any member of the Authority is pledged for the
payment of the Bonds. The Authority has no taxing power.

3. Under existing statutes and court decisions, interest on the Bonds is not included in gross
income for Federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986,
as amended (the "Code"). Under the Code, interest on the Bonds is not treated as a preference item in
calculating alternative minimum taxable income for purposes of the alternative minimum tax applicable
to individuals and corporations; such interest, however, is includable in the adjusted current earnings of
certain corporations for purposes of computing the alternative minimum tax imposed on such
corporations by the Code. In rendering the opinions in this paragraph 3, we have relied upon and
assumed (i) the material accuracy of the representations, statements of intention and reasonable
expectations, and certifications of fact, contained in the Tax Certificate delivered on the date hereof by
the Authority and the Participants with respect to the use of proceeds of the Bonds and the investment of
certain funds, and other matters affecting the non-inclusion of interest on the Bonds in gross income for
Federal income tax purposes under Section 103 of the Code, and (ii) compliance by the Authority and
the Participants with procedures and covenants set forth in the Tax Certificate and with the tax
covenants set forth in the Indenture as to such matters. Under the Code, failure to comply with such
procedures and covenants may cause the interest on the Bonds to be included in gross income for
Federal income tax purposes, retroactive to the date of issuance of the Bonds, irrespective of the date on
which such noncompliance occurs or is ascertained.

4. In addition, we are further of the opinion that, under existing statutes, interest on the
Bonds is exempt from State of California personal income taxes.

Except as stated in paragraphs 3 and 4 above, we express no opinion as to any Federal, state or
local tax consequences arising with respect to the Bonds or the ownership or disposition thereof.
Furthermore, we express no opinion as to the effect of any action hereafter taken or not taken in reliance
upon an opinion of counsel other than ourselves on the exclusion from gross income for Federal income
tax purposes of interest on the Bonds, or under State and local tax law.

This opinion is issued as of the date hereof, and we assume no obligation to update, revise or
supplement this opinion to reflect any action hereafter taken or not taken, or any facts or circumstances, or
any changes in law or in interpretations thereof, that may hereafter arise or occur, or for any other reason.

The opinions expressed herein are based upon our analysis and interpretation of laws, regulations,
rulings and judicial decisions as they exist on the date hereof and cover certain matters not directly
addressed by such authorities. We call attention to the fact that the rights and obligations under the
Indenture and the Bonds are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent
conveyance and other similar laws affecting creditors' rights, to the application of equitable principles if
equitable remedies are sought, to the exercise of judicial discretion in appropriate cases and to limitations
on legal remedies against public agencies in the State of California.

Respectfully submitted,
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APPENDIX E

FORM OF MUNICIPAL BOND INSURANCE POLICY
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APPENDIX F

INFORMATION CONCERNING DTC

The information in this Appendix F concerning The Depository Trust Company ("DTC"), New
York, New York, and DTC's book entry system has been obtained from DTC and the Authority takes no
responsibility for the completeness or accuracy thereof. The Authority cannot and does not give any
assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners
(a) payments of interest, principal or premium, if any, with respect to the Bonds, (b) certificates
representing ownership interest in or other confirmation or ownership interest in the Bonds, or (c)
redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Bonds,
or that they will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect Participants will
act in the manner described in this Appendix. The current "Rules" applicable to DTC are on file with the
Securities and Exchange Commission and the current "Procedures" of DTC to be followed in dealing with
DTC Participants are on file with DTC.

The Depository Trust Company ("DTC"), New York, NY, will act as securities depository for the
Bonds. The Bonds will be issued as fully registered securities registered in the name of Cede & Co.
(DTC's partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully registered security certificate will be issued for each maturity of the Bonds, each in the
aggregate principal amount of such maturity, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code, and a
"clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments from over 100 countries that
DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain
other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
("DTCC"). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the
National Securities Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets
Clearing Corporation, (respectively, "NSCC," "FICC," and "EMCC," also subsidiaries of DTCC), as well
as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
("Indirect Participants"). DTC has Standard & Poor's highest rating: AAA. The DTC Rules applicable to
its Participants are on file with the Securities and Exchange Commission. More information about DTC
can be found at www.dtcc.com and www.dtc.org; nothing contained in such websites is incorporated into
this Official Statement.
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Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual
purchaser of each Security ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect
Participants' records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Bonds are
to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of the Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect
only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may
not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping
account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Security documents. For
example, Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices shall be sent to DTC. The conveyance of notices and other communications by
DTC to DTC Participants, by DTC Participants to Indirect Participants and by DTC Participants and
Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time. Any failure of DTC to advise
any DTC Participant, or of any DTC Participant or Indirect Participant to notify a Beneficial Owner, of
any such notice and its content or effect will not affect the validity of the redemption of the Bonds called
for redemption or of any other action premised on such notice. Redemption of portions of the Bonds by the
Authority will reduce the outstanding principal amount of Bonds held by DTC. In such event, DTC will
implement, through its book-entry system, a redemption by lot of interests in the Bonds held for the
account of DTC Participants in accordance with its own rules or other agreements with DTC Participants
and then DTC Participants and Indirect Participants will implement a redemption of the Bonds for the
Beneficial Owners.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Bonds unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date. The
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Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Payments of principal of, premium, if any, and interest evidenced by the Bonds will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's
practice is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail
information from the Authority or the Trustee, on payable date in accordance with their respective
holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in "street name," and will be the responsibility of such Participant
and not of DTC (nor its nominee), the Trustee, or the Authority, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of principal of, premium, if any, and interest
evidenced by the Bonds to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the Authority or the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to
the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

THE AUTHORITY, THE PARTICIPANTS OR THE TRUSTEE WILL NOT HAVE ANY
RESPONSIBILITY OR OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR
BENEFICIAL OWNERS WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE
TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE
SELECTION OF BONDS FOR PREPAYMENT.

None of the Authority, the Participants or the Trustee can give any assurances that DTC, DTC
Participants, Indirect Participants or others will distribute payments of principal of, premium, if any, and
interest on the Bonds paid to DTC or its nominee, as the registered Owner, or any redemption or other
notice, to the Beneficial Owners or that they will do so on a timely basis or that DTC will serve and act in
a manner described in this Official Statement.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by
giving reasonable notice to the Authority or the Trustee. Under such circumstances, in the event that a
successor depository is not obtained, Security certificates are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC
(or a successor securities depository). In that event, Bond certificates will be printed and delivered.

The information in this appendix concerning DTC and DTC's book-entry system has been obtained
from sources that the Authority believes to be reliable, but the Authority takes no responsibility for the
accuracy thereof.

F-3



(THIS PAGE INTENTIONALLY LEFT BLANK)



APPENDIX G

FORMS OF CONTINUING DISCLOSURE CERTIFICATES

FORM OF PARTICIPANT CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered by
the (the "Participant"), dated , 2005 in connection with the issuance of
$27,820,000 California Statewide Communities Development Authority Water and Wastewater Revenue
Bonds (Pooled Financing Program), Series 2005C (the "Bonds"). The Bonds are being issued pursuant to
the Indenture, dated as of September 1, 2005 (the "Indenture"), by and between the California Statewide
Communities Development Authority and Union Bank of California, N.A., as trustee (the "Trustee"). The
Participant has entered into an Installment Purchase Agreement, dated as of September 1, 2005 (the
"Installment Purchase Agreement") with the Authority. Under the Installment Purchase Agreement the
Participant will pay Installment Payments (the "Installment Payment") which will secure in part the Bonds.
The Participant covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Participant for the benefit of the Holders and Beneficial Owners of the Bonds and in
order to assist the Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the
following capitalized terms shall have the following meanings:

"Annual Report" shall mean any Annual Report provided by the Participant pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.

"Beneficial Owner" shall mean any person which (a) has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for
federal income tax purposes.

"Dissemination Agent" shall mean Union Bank of California, N. A., or any successor
Dissemination Agent designated in writing by the Participant and which has filed with the Participant a
written acceptance of such designation.

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

"National Repository" shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. The National Repositories currently approved by the Securities and
Exchange Commission (the "SEC") are listed in the SEC website at
http://www.sec.gov/info/municipaynrmsir.htm.

"Official Statement" shall mean the Official Statement relating to the Bonds, dated
August 22, 2005.
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"Participating Underwriter" shall mean the original purchaser of the Bonds required to comply
with the Rule in connection with offering of the Bonds.

"Repository" shall mean each National Repository and each State Repository.

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as the same may be amended from time to time.

"State" shall mean the State of California.

"State Repository" shall mean any public or private repository or entity designated by the State as a
state repository for the purpose of the Rule and recognized as such by the Securities and Exchange
Commission. As of the date of this Certificate, there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The Participant shall, or shall cause the Dissemination Agent to, not later than 210 days
after the end of the Participant's fiscal year (presently such fiscal year ends June 30), commencing with the
report for the fiscal year ending June 30, 2005, provide to each Repository an Annual Report which is
consistent with the requirements of Section 4 of this Disclosure Certificate. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may cross-reference
other information as provided in Section 4 of this Disclosure Certificate; provided that the audited
financial statements of the Participant may be submitted separately from the balance of the Annual Report
and later than the date required above for the filing of the Annual Report if they are not available by that
date. If the Participant's fiscal year changes, it shall give notice of such change in the same manner as for a
Listed Event under Section 5(c).

(b) Not later than fifteen (15) Business Days prior to said date, the Participant shall provide the
Annual Report to the Dissemination Agent (if other than the Participant). If the Participant is unable to
provide to the Repositories an Annual Report by the date required in subsection (a), the Participant shall
send a notice to each Repository in substantially the form attached as Exhibit A.

(c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the
Name and address of each National Repository and the State Repository, if any; and

(ii) (if the Dissemination Agent is other than the Participant), file a report with
the Participant certifying that the Annual Report has been provided pursuant to this
Disclosure Certificate, stating the date it was provided and listing all the Repositories to
which it was provided.

SECTION 4. Content of Annual Reports. The Participant's Annual Report shall contain the
CUSIP numbers of the Bonds and contain or include by reference the:

1. The audited financial statements of the Participant for the prior fiscal year, prepared
in accordance with generally accepted accounting principles as promulgated to apply to
governmental entities from time to time by the Governmental Accounting Standards Board. If the
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Participant's audited financial statements are not available by the time the Annual Report is
required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited financial
statements in a format similar to the financial statements contained in the final Official Statement,
and the audited financial statements shall be filed in the same manner as the Annual Report when
they become available.

2. Updates for the last fiscal year of the information in the following tables from the
Section relating to the Participant in Appendix B to the Official Statement presented in
substantially the same format as such tables (to the extent the Official Statement contains accurate
information regarding the fiscal year covered by an Annual Report, no update shall be necessary):

(a) Number of Connections as shown on page of the Official Statement;

(b) Revenues by Class of User as shown on page of the Official Statement;

(c) Largest Users as shown on page of the Official Statement (this
information is only required to the extent the revenues generated by one or more users
constitutes _% or more of the Participant's annual System revenue); and

(d) Results for the most recent fiscal year presented in the same format as the
Projected Operating Results as shown on page of the Official Statement (no updates of
projections are required).

Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the Participant or related public entities, which have been
submitted to each of the Repositories or the Securities and Exchange Commission. If the document
included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board. The Participant shall clearly identify each such other document so included by
reference.

SECTIONS. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Participant shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Installment
Purchase Agreement or its obligations in relation to the Bonds, if material:

1. principal and interest payment delinquencies;

2. non-payment related defaults; and

3. adverse tax opinions or events affecting the tax-exempt status of the Bonds.

(b) Whenever the Participant obtains knowledge of the occurrence of a Listed Event,
the Participant shall as soon as possible determine if such event would be material under applicable
federal securities laws.
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(c) If the Participant determines that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the Participant shall promptly file a
notice of such occurrence with the Repositories.

SECTION 6. Use of Central Post Office. The Participant may satisfy its obligations hereunder
to file any notice, document or information with a National Repository or State Repository by filing the
same with any agent which is responsible for accepting notices, documents or information for transmission
to such National Repository or State Repository, to the extent permitted by the SEC or SEC staff
(a "Central Post Office"). For this purpose, permission shall be deemed to have been granted by the SEC
staff if and to the extent the Central Post Office has received an interpretive letter, which has not been
revoked, from the SEC staff to the effect that using the Central Post Office to transmit information to the
National Repositories and the State Repositories will be treated for purposes of the Rule as if such
information were transmitted directly to the National Repositories and the State Repositories.

SECTION?. Termination of Reporting Obligation. The Participant's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Installment Payments. If such termination occurs prior to the final maturity of the Bonds, the
Participant shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

SECTION 8. Dissemination Agent. The Participant hereby appoints Union Bank of California,
N.A. to serve as the Dissemination Agent hereunder. The Participant may, from time to time, appoint or
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the Participant pursuant to this Disclosure Certificate.

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Participant from disseminating any other information, using the means of dissemination set
forth in this Disclosure Certificate or any other means of communication, or including any other
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is
required by this Disclosure Certificate. If the Participant chooses to include any information in any Annual
Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this
Disclosure Certificate, the Participant shall have no obligation under this Certificate to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

The Participant acknowledges and understands that other state and federal laws, including but not
limited to the Securities Act of 1933 and Rule 10b-5 promulgated under the Securities Exchange Act of
1934, may apply to the Participant, and that under some circumstances compliance with this Disclosure
Certificate, without additional disclosures or other action, may not fully discharge all duties and
obligations of the Participant under such laws.

SECTION 10. Default. In the event of a failure of the Participant to comply with any provision of
this Disclosure Certificate, the sole legal remedy of any Holder or Beneficial Owner of the Bonds or the
Participating Underwriter shall be an action to compel performance. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture.
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No Bondholder or Beneficial Owner may institute such action, suit or proceeding to compel
performance unless they shall have first delivered to the Participant satisfactory written evidence of their
status as such, and a written notice of and request to cure such failure, and the Participant shall have
refused to comply therewith within a reasonable time.

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the
Participant agrees, to the extent permitted by law, to indemnify and save the Dissemination Agent, its
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder, including the
costs and expenses (including attorneys' fees) of defending against any claim of liability, but excluding
liabilities due to the Dissemination Agent's negligence or willful misconduct. The obligations of the
Participant under this Section shall survive resignation or removal of the Dissemination Agent and
payment of the Bonds.

SECTION 12. Amendment: Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Participant may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived with the consent of the Authority, provided that, in the opinion of nationally
recognized bond counsel, such amendment or waiver is permitted by the Rule. In the event of any
amendment or waiver of a provision of this Disclosure Certificate, the Participant shall describe such
amendment in the same manner as for a Listed Event under Section 5(c).

SECTION 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Participant, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners
from time to time of the Bonds, and shall create no rights in any other person or entity.

[PARTICIPANT]

By
Authorized Officer

Acknowledged as to Duties as Dissemination Agent:

UNION BANK OF CALIFORNIA, N.A.

By
Authorized Officer
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Obligated Party: [Participant]

Name of Bond Issue: California Statewide Communities Development Authority
Water and Wastewater Revenue Bonds (Pooled Financing
Program), Series 2005C

Date of Issuance: ,2005

NOTICE IS HEREBY GIVEN that an Annual Report with respect to the above-named Bonds was not
released by the Participant by the date required in the Continuing Disclosure Certificate. [The Participant
anticipates that the Annual Report will be filed by .]

Dated:

[Participant]

By [form only; no signature required]
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FORM OF AUTHORITY CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered by
the California Statewide Communities Development Authority (the "Authority"), dated , 2005, in
connection with the issuance of $27,820,000 California Statewide Communities Development Authority
Water and Wastewater Revenue Bonds (Pooled Financing Program), Series 2005C (the "Bonds"). The
Bonds are being issued pursuant to the Indenture, dated as of September 1, 2005 (the "Indenture"), by and
between the California Statewide Communities Development Authority and Union Bank of California,
N.A., as trustee (the "Trustee"). The Participants (as defined under the Indenture) have entered into
Installment Purchase Agreements, dated as of September 1, 2005 (the "Installment Purchase Agreements")
with the Authority. Under the Installment Purchase Agreements the Participants will pay Installment
Payments (the "Installment Payments") which will secure in part the Bonds. The Authority covenants and
agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Authority for the benefit of the Holders and Beneficial Owners of the Bonds and in
order to assist the Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the
following capitalized terms shall have the following meanings:

"Beneficial Owner" shall mean any person which (a) has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for
federal income tax purposes.

"Dissemination Agent" shall mean Union Bank of California, N.A., or any successor
Dissemination Agent designated in writing by the Authority and which has filed with the Authority a
written acceptance of such designation.

"Listed Events" shall mean any of the events listed in Section 3(a) of this Disclosure Certificate.

"National Repository" shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. The National Repositories currently approved by the Securities and
Exchange Commission (the "SEC") are listed in the SEC website at
http://www.sec.gov/info/municipal/nrmsir.htm.

"Official Statement" shall mean the Official Statement relating to the Bonds, dated
August 22, 2005.

"Participating Underwriter" shall mean the original purchaser of the Bonds required to comply
with the Rule in connection with offering of the Bonds.

"Repository" shall mean each National Repository and each State Repository.

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as the same may be amended from time to time.
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"State" shall mean the State of California.

"State Repository" shall mean any public or private repository or entity designated by the State as a
state repository for the purpose of the Rule and recognized as such by the Securities and Exchange
Commission. As of the date of this Certificate, there is no State Repository.

SECTION 3. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 3, the Authority shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Bonds, if material:

1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. modifications to rights of Bondholders;

4. optional, contingent or unscheduled bond calls;

5. defeasances;

6. rating changes;

7. adverse tax opinions or events affecting the tax-exempt status of the Bonds;

8. unscheduled draws on the debt service reserves reflecting financial difficulties;

9. unscheduled draws on the credit enhancements reflecting financial difficulties;

10. substitution of the credit or liquidity providers or their failure to perform; and

11. release, substitution or sale of property securing repayment of the Bonds.

(b) Whenever the Authority obtains knowledge of the occurrence of a Listed Event, the
Authority shall as soon as possible determine if such event would be material under applicable
federal securities laws.

(c) If the Authority determines that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the Authority shall promptly file a
notice of such occurrence with the Repositories. Notwithstanding the foregoing, notice of Listed
Events described in subsections (a)(4) and (5) need not be given under this subsection any earlier
than the notice (if any) of the underlying event is given to Holders of affected Bonds pursuant to
the Indenture.

SECTION 4. Use of Central Post Office. The Authority may satisfy its obligations hereunder to
file any notice, document or information with a National Repository or State Repository by filing the same
with any agent which is responsible for accepting notices, documents or information for transmission to
such National Repository or State Repository, to the extent permitted by the SEC or SEC staff (a "Central
Post Office"). For this purpose, permission shall be deemed to have been granted by the SEC staff if and
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to the extent the Central Post Office has received an interpretive letter, which has not been revoked, from
the SEC staff to the effect that using the Central Post Office to transmit information to the National
Repositories and the State Repositories will be treated for purposes of the Rule as if such information were
transmitted directly to the National Repositories and the State Repositories.

SECTION 5. Termination of Reporting Obligation. The Authority's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Installment Payments. If such termination occurs prior to the final maturity of the Bonds, the
Authority shall give notice of such termination in the same manner as for a Listed Event under
Section 3(c).

SECTION 6. Dissemination Agent. The Authority hereby appoints Union Bank of California,
N.A. to serve as the Dissemination Agent hereunder. The Authority may, from time to time, appoint or
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the Authority pursuant to this Disclosure Certificate.

SECTION 7. Default. In the event of a failure of the Authority to comply with any provision of
this Disclosure Certificate, the sole legal remedy of any Holder or Beneficial Owner of the Bonds or the
Participating Underwriter shall be an action to compel performance. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture.

No Bondholder or Beneficial Owner may institute such action, suit or proceeding to compel
performance unless they shall have first delivered to the Authority satisfactory written evidence of their
status as such, and a written notice of and request to cure such failure, and the Authority shall have refused
to comply therewith within a reasonable time.

SECTION 8. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the
Authority agrees, to the extent permitted by law, to indemnify and save the Dissemination Agent, its
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder, including the
costs and expenses (including attorneys' fees) of defending against any claim of liability, but excluding
liabilities due to the Dissemination Agent's negligence or willful misconduct. The obligations of the
Authority under this Section shall survive resignation or removal of the Dissemination Agent and payment
of the Bonds.

SECTION 9. Amendment: Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Authority may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived with the consent of the Authority, provided that, in the opinion of nationally
recognized bond counsel, such amendment or waiver is permitted by the Rule. In the event of any
amendment or waiver of a provision of this Disclosure Certificate, the Authority shall describe such
amendment in the same manner as for a Listed Event under Section 3(c).
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SECTION 10. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Authority, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners
from time to time of the Bonds, and shall create no rights in any other person or entity.

CALIFORNIA STATEWIDE COMMUNITIES
DEVELOPMENT AUTHORITY

By
Member of the Commission

Acknowledged as to Duties as Dissemination Agent:

UNION BANK OF CALIFORNIA, N.A.

By.
Authorized Officer
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FOR ADDITIONAL BOOKS: ELABRA.COM OR (888) 935-2272



The execution and delivery of this Official Statement have been duly authorized by the Authority
and the Program Participants,

CALIFORNIA STATEWIDE
COMMUNITIES DEVELOPMENT
AUTHORITY

By:.
Member ofthe Commission

CITY OF EUREKA

By:
City Manager

SONOMA VALLEY COUNTY
SANITATION DISTRICT

By:
General Manager/Chief Engineer

SONOMA COUNTY WATER AGENCY

By:__
General Manager/Chief Engineer

SOUTH PARK COUNTY SANITATION
DISTRICT

By:
General Manager/Chief Engineer



The execution and delivery of this Official Statement have been duly authorized by the Authority
and the Program Participants.

CALIFORNIA STATEWIDE
COMMUNITIES DEVELOPMENT
AUTHORITY

By:.
Member of the Commission

CITY OF EUREKA

SONOMA VALLEY COUNTY
SANITATION DISTRICT

By:
General Manager/Chief Engineer

SONOMA COUNTY WATER AGENCY

By:_
General Manager/Chief Engineer

SOUTH PARK COUNTY SANITATION
DISTRICT

By:_ .
General Manager/Chief Engineer



The execution and delivery of this Official Statement have been duly authorized by the Authority
and the Program Participants.

CALIFORNIA STATEWIDE
COMMUNITIES DEVELOPMENT
AUTHORITY

By:.
Member of the Commission

CITY OF EUREKA

By:
City Manager

SONOMA VALLEY COUNTY
SANITATION DISTRICT

By:
^General Manager/Chief Engineer

SONOMA COUNTY WATER AGENCY

Bv: /y, /%7f

general Manager/Chief Engineer

SOUTH PARK COUNTY SANITATION
DISTRICT

By:
^General Manager/Chief Engineer
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